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Inequality and potential policy responses to increasing inequality in the United States have
recently become a hotly debated topic among policymakers, academics, and pundits of all
sorts. In this article, we abstain from entering the debate about policy responses but rather
provide a description of inequality in the United States in 2013 as measured by the Survey of
Consumer Finances (SCF) to inform the ongoing debate. Essentially, we report, organize, and
discuss a snapshot of inequality in 2013 in the United States. We contrast this situation with
that of past SCF surveys that go back to 1989 in order to shed some light on the evolution of
inequality over the last quarter century.'

We focus on the inequality of earnings, income, and wealth, and discuss how this inequal-
ity is shaped by various characteristics such as age, education, employment status, and marital
status. In particular, we focus on the concentration of income and wealth in the hands of the
richest households. As part of this discussion, we also provide some new evidence on the con-
tribution of inheritance to the persistence of concentration across generations. Subsequently,
we investigate which sources of income and which types of assets are the main contributors to
inequality. By focusing on the SCF, which does not include data on time allocation or con-
sumption, we must of necessity ignore how unequally people live, which is a relevant conse-
quence of inequality in income or wealth. Because the SCF is not a panel that tracks people
over time, we are not able to discuss the lifetime features of inequality.

The SCF is a special survey conducted by the National Opinion Research Center at the
University of Chicago and sponsored by the Federal Reserve with the cooperation of the De-
partment of the Treasury. Its sample size of over 6,000 households is appreciably smaller than
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that of other surveys such as the Current Population Survey (CPS), which has a sample size of
60,000 households. Despite its small sample size, the SCF is particularly careful to represent
the upper tail of the wealth distribution by oversampling rich households. This unique sam-
pling scheme makes the SCF particularly well suited for discussing the earnings, income, and
wealth concentration at the top. For instance, in the 2013 sample, the net worth of the wealthi-
est household was over $1.3 billion, and the household with the highest income earned more
than $150 million. In addition to providing ample data on household earnings, income, and
wealth, the SCF includes detailed information on other features relevant to inequality, such as
age, education, employment status, marital status, and household composition. This additional
information about household characteristics is useful for shedding light on defining who the
rich and the poor are. Finally, the SCF differs from administrative data in its unit of observa-
tion by focusing on households as a group of people who live together and share finances.
Each survey of the SCF is accompanied by a data report discussing recent changes of U.S.
family finances. The most recent report of this series is Bricker et al. (2014).

This piece builds on a series of articles that use the SCF to describe inequality in the
United States (Diaz-Giménez, Quadrini, and Rios-Rull 1997, Rodriguez et al. 2002, and
Diaz-Giménez et al. 2011). To this end, we have redone the calculations for all previous SCF
surveys using consistent definitions. Throughout the analysis, we put particular emphasis on
consistency and comparability across existing articles.” The numbers we report in this article
supersede those that we reported in the previous three articles.

The first part of our analysis provides an update on previous articles as well as an as-
sessment of the evolution of the data for the past 25 years (1989-2013). We also provide a
detailed discussion of changes across the three most recent surveys because they provide
snapshots of the situation before, during, and after the Great Recession. The second part dis-
cusses additional and novel topics in this series, namely, the income and wealth concentration
at the top and the sources of income and wealth inequality in terms of income sources and
asset classes. Although we point out some connection to research that tries to model inequal-
ity, for the most part we simply describe the data. We do so, however, with macroeconomists’
eyes, and we have constructed the tables that we think form the background of heterogeneous
agent models.

As a preview of our results, we find that earnings and wealth inequality has substantially
increased over the past quarter century in the United States. In contrast, we find diverging
trends between income and earnings inequality since the 1990s. While earnings inequality
increased, income inequality has increased only slightly, if anything. Even at the top of the
income distribution, we do not find a further concentration of income shares. Capital income
and financial assets contribute substantially to income and wealth inequality but by far are
not the main drivers. Labor and business income and houses and businesses are the main
contributors to income and wealth inequality. Furthermore, when we scrutinize the direct link
from wealth inequality to income inequality, we find that the link between wealth and income
is weak. Although we can safely call a certain group of households the rich, the group com-
prising the poor is more elusive because many households are not simultaneously poor with
respect to earnings, income, and wealth.
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One of our key findings is that there is no trend toward more income inequality. We examine
different inequality measures and find that the reason is a trend toward less inequality at the
bottom of the income distribution. We document an increasing share of transfers in total income
that could be one reason for a wedge between trends in earnings and income inequality.

Survey of Consumer Finances Data

We use data from the SCF household survey. Since 1989 the SCF has been conducted as a tri-
ennial representative household survey of U.S. households. The survey provides detailed and
comprehensive information on U.S. households’ income and wealth situation along with rich
demographic information. Income in the SCF always refers to the previous calendar year. We
adjust all data for inflation using the Bureau of Labor Statistics (BLS) consumer price index
for urban consumers (CPI-U-RS). All dollar values are given in 2013 U.S. dollars.

The SCF unit of observation is the household. Hence, information on earnings, income,
and wealth is aggregated to the household level. This must be kept in mind when interpret-
ing the data because larger households usually have more income, earnings, and wealth. The
sampling scheme of the SCF is unique compared with other household surveys. It consists of
a core sample of households that represent the majority of U.S. households in terms of house-
hold characteristics. In 2013, this sample consisted of 4,568 households. In addition, the SCF
comprises a second sample of households that are interviewed based on information from
tax data provided by the Statistics of Income program (SOI) of the Internal Revenue Service.
Based on this tax data, likely high-wealth households are identified. This second sampling
stage leads to an oversampling of rich households in the SCF in terms of household records.
This so-called list sample consisted of 1,458 households in 2013.

The SCF provides sampling weights that are alleged to be representative of the universe
of U.S. households as defined by the U.S. Census Bureau. Yet the definition of a household
in the SCF is that of a primary economic unit that contains only persons in the household
who are financially dependent on an economically dominant person or couple. The definition
of the U.S. Census Bureau, however, is a group of people living together in a housing unit,
which may include two families living together in one house. Although the two concepts most
likely coincide for the vast majority of cases, the average SCF household is slightly smaller
than households in the Census Bureau statistics. Aggregation of SCF data to the national
level, even if in household terms, presents some challenges, especially in the presence of
changes in the composition of households over time, and even after taking into account the
considerable effort placed by the SCF in finding the high income and wealth households.
Another issue of concern is the price deflator. The GDP deflator shows a much larger output
growth than the CPI deflator, which is what we use. Consistently, when comparing national
income and product accounts (NIPA) and SCF data, we construct NIPA data at the household
level and deflate by the CPIL?

Figure 1 displays a comparison of NIPA and SCF per household variables throughout the
sample. We see that the variables align fairly well for most of the sample, except for perhaps
the period in the early 2000s when the SCF showed more labor income than NIPA and in the
last survey in which the SCF displays lower values for all variables.
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Figure 2. Household labor income.
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Figure 1. NIPA and SCF comparison for household income.
The horizontal axis shows years. SCF data have been linearly
interpolated between survey years. Panel (a) shows labor income
from the SCF and wages and salaries from NIPA. Panel (b) shows
the sum of labor, business, and transfer income from the SCF and
NIPA. Panel (c) shows labor income at the level of the aggregate
economy from the SCF and NIPA. Aggregate income from the SCF
is the product of interpolated labor income and annual household
estimates from the Census Bureau. The vertical axis shows income
in thousands of adjusted 2013 dollars from the SCF and NIPA.
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Figure 3. Wealth from SCF and Flow of Funds.

Figure 2 adds two additional sources of labor income to compare with the SCF and NIPA:
the data underlying the national average wage index (AWI) reported by the Social Security
Administration and data from the IRS tabulations from tax records.* We see that although the
relative difference between NIPA is smaller than that in the SCF, the observations for 2013
show a similar relative difference between these additional sources and NIPA. We conclude
that the SCF may have provided some underreporting of labor income in the last wave. Still,
we think that the care put into sampling high income and wealth households justifies its use in
analyzing the relative performance of different households.

In Figure 3, we compare wealth from the SCF to net worth from the Flow of Funds Table
B.100 for the household sector. We adjusted the Flow of Funds household sector to exclude
nonprofit organizations following the approach in Henriques and Hsu (2013). We also com-
pare wealth from the SCF with data constructed by Saez and Zucman (2014) from Flow of
Funds data. Using additional data sources and some assumptions, they exclude nonprofit or-
ganizations, consumer durables, and unfunded defined benefit pensions. Relative to the Flow
of Funds, the SCF seems to miss some of the upswing in wealth that happened between 2010
and 2013. Our global assessment is that despite the small inconsistency with aggregate data,
we consider the SCF microdata a very reliable source for the relative performance of all U.S.
households including the very rich.

Trends in Inequality and Inequality Measures

Economists use a range of different statistics to describe the degree of inequality in a distribu-
tion. In this paper, we focus mainly on the Gini coefficient, the coefficient of variation, and
the variance of logarithms as the three most widely used statistics to measure inequality in
economics.
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Figure 4. Example of Lorenz curve for income.

Gini Coefficient

The Gini index is constructed based on the Lorenz curve. Figure 4 provides a graphic
example of a Lorenz curve for income. The Lorenz curve plots the fraction of the popula-
tion, sorted in increasing order of income, against the income share going to this part of the
population. The straight line in the figure corresponds to a line of perfect equality, meaning
that X percent of the population receive X percent of income. Except in this extreme case,
the Lorenz curve is below the straight line. The Gini index is a summary measure of the
distance from the Lorenz curve to the line of perfect equality. It is the area labeled A in the
figure divided by the area A+ B. The Gini index is therefore typically bounded between 0
and 1, where zero would be perfect equality and 1 complete inequality, meaning that one
household gets all the income.’

One important thing to note is that different distributions of income can lead to the same
Gini index, and the different distributions might also be associated with different notions of
inequality. Consequently, we want to understand which changes in the distribution most affect
the Gini index. It can be shown that the Gini index can be mathematically represented as

where v, is, for example, the income of household , 3 is mean income =+ Z )

i=1

and N is the number of households in the sample. Intuitively, it can be seen that the Gini
index emphasizes differences in the distribution where most of the observations lie, which is
typically the middle of the distribution.
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Coefficient of Variation

The coefficient of variation is related to the general class of inequality measures from the
generalized entropy index. The generalized entropy index for parameter ¢ is

G(a)z;i(aj .

ala -1\ ¥y

and the parameter o measures the sensitivity of the index to inequality in different parts of the
distribution. The larger parameter ¢, the more sensitive the index becomes to the tails of the
distribution. Typical values for ¢ are —1, 0, 1, and 2. It turns out that for ¢ = 2, the generalized
entropy index is one-half times the coefficient of variation squared. Intuitively, the coefficient
of variation squares the distance of observations to the mean. Given that income in most cases
is positive but the distribution has a long right tail, it is an inequality measure that is sensitive
to the top of the distribution.

Variance of Logarithms

The variance of logarithms is defined as

N 2

1= L3 (i) -os )

i=1

N
where log(y) =< log(y,) denotes the mean of log income. This measure has the

i=1
undesirable property that it cannot handle negative values. In the data, we observe negative
values for earnings, income, and wealth. In the actual computation, these observations are dis-
carded, arbitrarily affecting this measure of inequality. We include it in our discussion because
it puts particular emphasis on the bottom of the distribution: the shape of the log function
observations close to zero are amplified in their distance to the mean. The variance of loga-
rithms is therefore usually said to be an inequality measure that is sensitive to the bottom of
the distribution, especially when there are no negative values.

Discussion

When we discuss changes in inequality over time, we ignore the variance of logarithms aris-
ing from the censoring of zero and negative values, which have varying importance, and we
focus instead on the Gini index and the coefficient of variation. In several cases, we will find
that the Gini index and the coefficient of variation point in different directions with respect to
changes in inequality. We will see that the Gini index almost always points toward increas-
ing inequality, whereas the coefficient of variation indicates regularly decreasing inequality.
The two inequality measures put weight differently across the distribution, thereby providing
additional information about how the shape of the distributions changed. Consider the dis-
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tribution of income in 1989 versus 2013. Table 1 shows the income growth rates of the main
percentiles. As clearly shown, the pattern is U-shaped, indicating that income grew most for
the lowest and highest groups.

Table 1
Growth rates of main percentiles

1% 5% 10%  25% 50% 75% 90% 95% 99%  Mean

2013/1989  148.3 345 193 76 -10 55 112 185 442 132

The Gini index increased from 0.55 to 0.58, whereas the coefficient of variation decreased
from 4.61 to 4.19. The Lorenz curves are shown in Figure 5, and they intersect: by 2013 the
bottom of the distribution had moved closer to the middle, so the middle received a larger
share of total income and the top did the opposite. For the coefficient of variation, two coun-
tervailing forces were at work: there was less inequality at the bottom and more inequality at
the top. The excess growth at the bottom led the coefficient of variation to fall. Looking at the
distribution, we see that the middle became more spread out.

— 1989 —-—-— 2013

i | | | | |

0 2 4 .6 8 1

Figure 5. Lorenz curves of income in 1989 and 2013.

The Distributions of Earnings, Income, and Wealth

We now describe how unequally distributed earnings, income, and wealth are by sorting
households by each variable and then reporting their values for different groups in the popula-
tion. Earnings means the rewards to all forms of labor including entreprencurial labor; income
includes earnings plus capital income plus government transfers; and wealth means the value
of all assets net of debt.’ Importantly, we count income withdrawn from retirement accounts,
that is, retirees’ supplementary income that decreases assets as transfer income. We construct
the sum of income components as our preferred measure for total income, in line with other

PAGE 9 APRIL 2016



2013 Update on U.S. Earnings, Income, and Wealth Distributional Facts

Kuhn and Rios-Rull

studies (Johnson and Moore 2005, 2008). This measure should be more reliable because
single income components should be more easily and more precisely determined than total
income from all sources. Moreover, if we used total income from all sources, any decomposi-
tion of income into different income sources would always have a residual that would be hard
to interpret.” Finally, this measure is also consistent with that used in earlier articles of this
series. Unless noted otherwise, all variables refer to the household, which is our main unit of
observation. A household is a single person or a couple who lives or does not live with other
persons who are financially dependent on the financially dominant individual or couple.®

A Description of the Distributions

The Histograms

In Figure 6 we plot the histogram of the 2013 SCF income distribution (and of its smoothed
kernel density estimates). We have truncated both tails of the sample at plus 5 times and minus 0.5
times the average household income ($86,407). This truncation cuts out slightly less than 2 per-
cent of the top households, and a few households form the bottom tail of the income distribution.

Percent
2
[

o LU ! | \

0 100000 200000 300000 400000
Household income

Figure 6. Histogram of the 2013 income distribution (2013 USD).

The main features of the income distribution are immediately apparent with a glance at
the histogram: income is highly dispersed and skewed to the right, with a very thin and long
right tail, and there is a large accumulation of mass in a relatively small range of values. For
instance, the income of 50 percent of the households ranges between $24,300 and $89,900.

Qualitatively, the histograms of the earnings and wealth distributions are similar; we have
chosen to omit them for the sake of brevity.
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The Quantiles

In Table 2 we report the main quantiles (thresholds that separate those with less from those
with more) of the earnings, income, and wealth distributions of households. The first four
columns describe the bottom tails of the distributions. The middle five columns describe the
quintiles and the median. The last four columns describe the top tails of the distributions. We
repeat this organization throughout the article.

Table 2
Quantiles of the 2013 earnings, income, and wealth distributions

0 1 5 10 20 40 50 60 80 90 95 99 100
Earnings -962.1 0 0 0 0 213 32.6 46.7 89.3 | 134.9 1942 5683  137,458.4
Income —247.5 4.3 10.1 13.5 20.3 36.5 46.7 59.9 102.0 | 1565.2 2323 6899  156,126.2
Wealth  -227,019.0 -789 -185 -2.0 4.3 38.2 81.4 1476 4278 | 9410 18716 7,880.4 13244175

Note: Values are 2013 thousands of dollars.

A quick glance at Table 2 reveals the sheer size of the ranges: there are incomes above
$150 million and net worth levels above $1.3 billion, showing how the SCF is highly success-
ful in ferreting out the very income-rich and wealthy. On the other end, we see the large sizes
of the negative values, especially those of earnings. The negative values for earnings arise
by construction only because of negative business income, whereas those for income also
arise from negative capital income. As we will see later, negative capital income accounts for
slightly more of negative income than negative business income.

The second feature that stands out is the large number of households with zero earnings.
Most of these households are headed by retirees, who make up approximately 21 percent of
the sample. Most of the remaining households with zero earnings—35.6 percent—consist of
households headed by disabled individuals who are unlikely to work again.

The “typical” U.S. household is better described by the median rather than by the mean.
Median earnings in 2013 are $32,600 if we consider all households and $44,600 if we con-
sider only households headed by someone age 65 or younger, median income is $46,700, and
median wealth is $81,400.

Readers can use Table 2 to identify their relative position along the various distributions.
For instance, someone whose household income is $60,000 would be slightly above the 60th
percentile of the income distribution. But it takes a yearly income of about $690,000 to be in
the often-cited highest 1 percent of the income distribution.

Concentration and Skewness

Next, we use a set of statistics to describe to what extent earnings, income, and wealth are con-
centrated in the hands of a few households. Sometimes we also refer to inequality to describe the
same idea. Since words are oftentimes elusive and suggestive, we try to let the statistics speak
and convey the information they carry about the earnings, income, and wealth distribution.

In the top half of Table 3, we report our chosen statistics to describe the concentration of
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earnings, income, and wealth (coefficients of variation, variances of the logs, and Gini in-
dexes). All three statistics confirm that wealth is the most concentrated of the three variables.
The ranking between earnings and income is more ambiguous: the coefficient of variation of
earnings is smaller than for income, but the variance of the logs and the Gini index are bigger
for earnings. We think that it is the peculiarities of the income and earnings distribution that
account for their ambiguous ranking. At the bottom, there is a large share of households with
zero earnings, whereas the number of households with zero income is negligible (because of
transfers such as social security, unemployment insurance, disability payments, and withdraw-
als from retirement accounts). At the top, income is more concentrated than earnings, mostly
because of the role played by business income.

Table 3
Concentration and skewness of the distributions

Earnings  Income  Wealth

Coefficient of variation 3.69 419 6.81
Variance of logs 1.50 0.99 4.80
Gini indexes 0.67 0.58 0.85
Location of mean 70 74 83
99-50 ratio 17.46 14.78 96.81
90-50 ratio 415 3.33 11.56
Mean-to-median ratio 1.96 1.85 6.49
50-30 ratio 3.21 1.64 5.50

The statistics reflect this situation: the variance of logs and the Gini index put more weight
on the bottom and the middle of the distribution, yielding a higher measure of inequality for
earnings than for income, whereas the coefficient of variation puts relatively the most weight
on the tails, generating a higher measure of inequality for income. Transfers and capital
income move some households from the lower part of the earnings distribution toward the
middle of the income distribution, reducing income concentration. Capital income also moves
some households that are in the middle of the earnings distribution into the top of the income
distribution, thus increasing income concentration.

The second half of Table 3 reports various measures of skewness (or asymmetry of the dis-
tributions): the locations of the mean and the ratios between various values to the median (the
99th, the 90th, the mean, and the [inverse of the] 30th). Consistent with a long, thin right tail,
all measures show that the distributions of earnings, income, and wealth are clearly skewed to
the right, with wealth being the most skewed. Notice that although the mean value of income
is located at a higher percentile than for earnings, for the other ratios, income displays a lower
measure of inequality than earnings, reinforcing the notion that the inequality of income is
coming from the top 1 percent, where there is a lot of business income, whereas that of earn-
ings is at the bottom, where a lot of households have zero values.
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Concentration and Skewness Decomposition

To further investigate what drives inequality given the previous discussion, we report in Table
4 the various measures of concentration and skewness for the whole sample and for four sub-
samples. Once we drop the top 1 percent of the sample, we clearly see how earnings inequal-
ity exceeds income inequality, confirming the high weight of the right tail in the coefficient of
variation for income. Dropping the top 10 percent further confirms this finding. Note the very
large contribution to all indexes of these top groups.

Table 4
Concentration and skewness decomposition

Whole sample Without top 1% Without top 10% Without bottom 20% Only ages 20—65

E | W E | W E | W E | W E | w
Coefficient of variation 369 419 681 | 131 111 248 | 1.00 070 238 | 327 384 602 | 329 406 7.31
Variance of logs 150 099 480 | 1.38 089 455 | 116 066 377 | 1.50 061 298 | 127 099 487
Gini indexes 067 058 085 | 061 049 079 | 055 039 071|058 052 080 | 060 056 0.87
Location of mean 70 74 83 65 67 77 58 60 67 7 76 83 70 73 83
99-50 ratio 17.46 1478 96.81 1032 9.15 5525 | 476 3.65 14.48 1416 1325 59.84 [13.03 13.6 129.40
90-50 ratio 196 185 649 | 397 328 1072 | 338 256 770 | 326 299 774 | 327 318 14.84
Mean-to-median ratio 415 333 1156 | 1.61 153 434 | 133 124 250 |1.71 175 45 168 179 8.14
50-30 ratio 321 164 550 | 333 162 553 | 443 162 554 | 184 147 274 | 193 166 550

Dropping the bottom 20 percent of each of the distributions reduces the Gini index for
earnings by quite a bit, but not the variance of the logs because this measure had already ex-
cluded those with nonpositive earnings. The income measures do go down quite a bit, but the
wealth measures do not, which reminds us of how concentrated the latter measures are.

Interestingly, inequality among those in the working-age category has the same type of in-
dicators as for the population as a whole. Life-cycle features, while important, do not change
the picture of inequality that we have.

Except for earnings, we see that the measures of skewness are all relatively unchanged
when we look at subsets of the population. When we drop the bottom 20 percent of the house-
holds, the 90-50 ratio becomes much larger and the 50-30 ratio much smaller, reflecting the
fact that the bottom 20 percent of earners have zero or negative values.

The Effect of Household Size

A household of several persons who are active in the labor market will have on average
more earnings and income, and in the end more wealth, than if the household were to
split into single individual households. If households of different sizes are at different
locations of the earnings, income, or wealth distribution, looking at households may
give different measures of inequality than if we took household size into account. To
explore this issue, Table 5 reports the concentration and skewness measures using data
per household and per adult equivalent using Organisation for Economic Co-operation
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and Development (OECD) equivalence scales.” Skewness and concentration measures
change, but not by much.

Table 5
Concentration and skewness of the distributions

Earnings  Income  Wealth

Coefficient of variation  per household 3.69 419 6.81

per adult 4.04 437 7.09
Variance of logs per household 1.50 0.99 4.80
per adult 1.44 0.94 4.89
Gini indexes per household 0.67 0.58 0.85
per adult 0.66 0.56 0.85
Location of mean per household 70 74 83
per adult 69 74 83
99-50 ratio per household ~ 17.46 14.78 96.81
per adult 15.51 13.11 98.27
90-50 ratio per household 415 3.33 11.56
per adult 4.02 3.15 12.13
Mean-to-median ratio  per household 1.96 1.85 6.49
per adult 1.96 1.78 6.65
50-30 ratio per household 3.21 1.64 5.50
per adult 3.31 1.66 5.99

The Poor and the Rich along Earnings, Income, and Wealth

Being rich can mean several things. A household can have a lot of earnings and be earnings-
rich, can have a lot of income and be income-rich, and can have a lot of wealth and be wealth-
rich. Importantly, a household need not be rich along all three dimensions. Unlike tax data,
the SCF observes the three dimensions jointly and can elicit whether there are such groups

as the rich or the poor. For our discussion, throughout we will distinguish between the poor
and the rich separately in terms of earnings, income, and wealth, displaying the main facts for
the earnings, income, and wealth distributions in Tables 6, 7, and 8. In those tables, we rank
households according to their earnings, income, and wealth, and we report the main economic
and demographic characteristics of the households that belong to the various groups of the
three distributions. When we sort households according to their earnings, many households
have identical earnings observations. In these cases, we use income as a second dimension
income for sorting households that have identical earnings.'® To keep the language simple, we
call the households in the bottom (top) 1 percent of the distributions the poorest (the richest)
and those in the bottom (top) quintile the poor (the rich). We focus on these groups because
one of the hardest tasks that any theory of inequality faces is to account for both tails of the
distributions simultaneously.
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Table 6

Earnings partition of the 2013 sample

Kuhn and Rios-Rull

Bottom (%) Quintiles Top (%) Al
0-1 1-5  5-10 1st 2nd 3rd 4th 5th 190-95 95-99 99-100 | 0-100
Averages (x 1032013 USD)
Earnings -58 0.0 0.0 -0.3 9.6 333 645 2124 | 1588 2934 12032 63.9
Income 85.9 9.8 15.1 26.0 39.2 433 746  249.0 | 1735 3322 1592.7 86.4
Wealth 1529.4 61.6 911 | 2253 3384 1918 2582 16274 | 9652 2461.4 12182.0 | 528.2
Portfolio shares (% of wealth)
Housing and cars 191 732 66.5 46.0 379 51.1 64.4 28.1 42.0 27.4 13.2 36.1
Business and nonfinancial ~ 40.5 18.6 9.4 213 141 294 27.6 40.3 30.3 412 49.6 333
Financial assets 46.4 211 372 431 59.6 45.0 47.0 46.6 53.1 44.6 425 47.9
Collateralized debt -54 114 127 -96 -11.0 -241 -372 -145 |-246 -128 -49 | -165
Uncollateralized debt -0.7 -16  -05 -07 -06 -14 17 -0.5 -08 -04 -03 -0.7
Shares of total sample (%)
Earnings -0.1 0.0 0.0 -0.1 3.0 10.4 20.2 66.5 12.4 18.4 18.8 100
Income 1.0 05 0.9 6.0 9.1 10.0 17.3 57.6 10.0 15.4 18.4 100
Wealth 2.9 0.5 0.9 8.5 12.8 7.3 9.8 61.6 9.1 18.6 23.1 100
Shares of total sample (%)
Housing and cars 15 0.9 1.6 10.9 134 10.3 17.4 48 10.6 14.2 8.4 100
Business and nonfinancial 35 0.3 0.2 55 5.4 6.4 8.1 74.6 8.3 23.1 343 100
Financial assets 2.8 0.2 0.7 7.7 16.0 6.8 9.6 60.0 10.1 17.4 205 100
Collateralized debt 0.9 0.3 0.7 5.0 8.5 10.6 22.0 53.9 13.6 14.5 6.9 100
Uncollateralized debt 2.7 1.0 0.6 8.1 11.0 141 236 433 9.7 9.7 9.7 100
Income sources (%)
Labor 1.0 0.0 0.0 0.2 20.8 70.6 81.1 68.5 83.8 72.6 443 62.5
Capital 62.5 -22 4 1.7 11.3 4.8 2.6 9.3 41 6.5 19.2 8.0
Business -8.7 0.0 0.0 -1.4 4.1 7.1 6.2 18.9 8.7 17.7 353 13.0
Transfer Mn7 924 88.3 83.8 55.3 14.8 7.6 2.5 2.3 2.3 1.1 14.3
Other 35 9.8 11.3 5.7 8.5 2.7 25 .8 1.1 0.9 0.2 2.3
Age (%)
Under 31 12.6 9.2 5.2 5.4 24.3 19.6 14 45 2.0 21 5 135
31-45 10.3 8.4 9.7 6.8 18.3 329 34.8 384 416 35.7 25.8 26.2
46-65 40.3 359 289 282 274 38.3 454 51.8 52.3 529 59.2 382
Over 65 36.7 46.4 56.2 59.6 29.9 9.2 5.8 5.3 41 9.3 14.6 22.0
Average (years) 56.9 62.3 64.9 66.3 50.5 452 459 48.0 48.0 50.1 533 51.2
Education (%)
Dropouts 15 339 299 226 14.3 17 5 14 7 .6 0 1
High school 32 39.3 389 415 317 372 3141 15 13 8.9 2.8 313
Some college 11.6 12.8 15.9 17.3 24 213 19 13 1.2 7.9 5.6 18.9
College 236 12.7 12.4 14 212 235 322 40.6 449 385 384 26.3
Postgraduate 17.9 14 3 4.6 8.9 6.2 127 30.1 30.1 442 532 12.5
Employment status (%)
Workers 17.3 4.4 5.2 5.1 48.4 73 80.3 78 79.6 67.7 45 56.9
Self-employed 20.2 15 0.9 1.9 10.0 10.9 9.3 16.2 13.8 26.7 48.8 9.7
Retired 389 49.8 522 63.2 26.3 6.5 5 3 19 3.1 5.9 20.8
Nonworkers 237 443 416 29.8 15.4 9.6 54 29 47 2.6 2 12.6
Marital status (%)
Married 37.6 7.2 17.6 29.2 43.2 52.1 72 89.2 90.9 94.8 84.6 572
Single with dependents 33.2 28.6 21.8 20.6 30 23 10.5 3.4 1.8 9 4.4 17.5
Singlo without dependents 293 642 606 | 502 268 249 175 74 | 73 43 11| 253
Family size 2.23 1.65 1.67 1.84 2.38 2.67 2.81 3.18 3.13 3.32 3.04 2.58
Marital status excluding retired widows
Single with dependents 295 231 171 15.8 28.8 229 10.3 34 1.8 9 44 16.3
Single without dependents ~ 24.2 42.2 40.5 30 23.8 24.7 17.4 7.3 7.3 4.2 10.5 20.7
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Table 7
Income partition of the 2013 sample

Kuhn and Rios-Rull

Bottom (%) Quintiles l Top (%) All
0-1 1-5  5-10 1st 2nd 3rd 4th 5th ‘ 90-95 95-99 99-100 |0-100
Averages (x 103 2013 USD)
Earnings 0.6 2.3 3 4.4 16 338 626 2026 | 1536 2745 1144 63.9
Income 2 8.1 11.8 13.1 28.3 471 784 2651 186  356.4 1700.5 86.4
Wealth 135.4 66.5 537 732 1073 1715 3402 1949 |1158.9 3271.7 137955 | 528.2
Portfolio shares (% of wealth)
Housing and cars 58.6 73.9 80.3 Yans 78.9 67.5 58.6 25.7 36.9 23.7 12.2 36.1
Business and nonfinancial 50.5 16.6 217 19.9 1741 19.5 245 374 305 357 46.3 333
Financial assets 16.7 334 209 31.0 337 46.8 485 49.3 53.1 50.4 459 47.9
Collateralized debt -2563 -225 -215 |-214 -282 -321 -303 -119 |-198 -94 -41 |-165
Uncollateralized debt -0.5 -15 -13 -12  -15 -17 -13 -0.5 -07 -03 -03 -0.7
Shares of total sample (%)
Earnings 0 A 2 14 5 10.6 19.6 63.4 12 17.2 17.9 100
Income 0 4 7 3 6.5 10.9 18.1 61.4 10.8 16.5 19.7 100
Wealth 3 5 5 2.8 41 6.5 12.9 738 1 24.8 26.1 100
Shares of total sample (%)
Housing and cars 04 1.0 1.1 55 8.9 121 20.9 525 11.2 16.3 8.8 100
Business and nonfinancial 0.4 0.3 0.3 1.7 2.1 3.8 9.5 83 10.1 26.6 36.3 100
Financial assets 0.1 0.4 0.2 1.8 2.9 6.3 13.0 76.0 12.2 26.0 25.1 100
Collateralized debt 04 0.7 0.7 3.6 6.9 12.6 23.6 532 13.2 141 6.5 100
Uncollateralized debt 0.2 1.0 0.9 4.7 8.5 15.2 22.8 48.7 10.2 11.6 10.5 100
Income sources (%)
Labor 441 27 234 309 53.4 67.2 75 60.4 75.8 61.1 383 62.5
Capital -23.4 -46 -14 -0.5 0.6 1.3 17 123 45 10.6 249 8.0
Business -14.7 1.7 2.8 3.1 3.8 5.2 55 18.1 7.6 17.9 32.7 13
Transfer 64.4 64 65.9 575 389 246 16.5 7 9.8 74 1.7 14.3
Other 29.6 11.9 9.3 8.9 3.2 17 13 2.3 2.3 2.9 24 2.3
Age (%)
Under 31 377 28.6 22.0 226 18.7 13.9 8.9 36 2.8 0.9 0.0 13.5
31-45 18.1 12.7 1.9 15.9 25.2 27.3 29.8 33.0 29.0 29.7 24.2 26.2
46-65 414 325 318 309 28.3 37.8 452 48.9 55.9 48.6 54.5 382
Ower6s .28 263 343 | 306 278 210 161 145 | 123 208 213 | 200
Average (years) 4.2 49.9 54.6 52.4 51.2 50.5 50.5 51.2 521 53.6 55.2 512
Education (%)
Dropouts 212 24.6 304 243 171 8.5 3.9 1.1 .8 3 0 11
High school 31.3 343 357 372 40 36.3 30.2 128 12.6 6.3 31 313
Some college 18.5 228 19.5 20.8 213 221 18.1 124 10.8 7 8.9 18.9
College 224 16.9 11.8 14.9 17.3 253 339 401 40.8 387 359 26.3
Postgraduate 6.6 1.4 2.6 2.8 43 7.7 13.9 337 35 47.7 52.1 12.5
Employment status (%)
Workers 405 30.3 253 33 52.4 61.8 69.6 68 723 54.8 405 56.9
Self-employed 9.9 3.8 5 5.6 6.5 9.2 9.4 17.7 14.5 313 49 9.7
Retired 75 26.2 38.6 30 26.9 205 15.3 111 8.8 10.2 10.2 20.8
Nonworkers 42.2 39.8 3141 314 14.3 8.6 57 3.2 4.4 37 2 12.6
Marital status (%)
Married 34 9.2 13 19.9 424 575 76.5 89.4 91.6 91.2 84 57.2
Single with dependents 46.3 379 348 332 276 15 8.7 3.1 2.6 1.7 4.3 17.5
Singe without dpendents 502 529 522 | 469 30 275 148 74 | 57 71 17| 253
Family size 1.9 1.9 1.88 2.02 2.48 2.57 2.8 3.02 2.98 3.04 2.93 2.58
Marital status excluding retired widows
Single with dependents 46.3 34.1 322 30.1 25.7 14.2 8.4 29 2.4 1.7 43 16.3
Single without dependents ~ 47.6 449 326 35.8 222 245 13.9 6.8 5.6 6.5 1.1 20.7
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Table 8
Wealth partition of the 2013 sample

Kuhn and Rios-Rull

Bottom (%) \ Quintiles Top (%) All
0-1 15 5-10 ‘ 1st 2nd 3rd 4th 5th 190-95 95-99 99-100 | 0-100
Averages (x 1032013 USD)
Eamings 474 343 29.7 24.4 322 441 56.7 1621 | 1302 2544 7716 63.9
Income 60.6 414 36.2 322 39.6 55.1 749 2302 | 1702 3487 12943 86.4
Wealth -165.3 -40 -84 |-178 171 85.0 2585 2298.1 [1278.2 3614.7 187339 | 528.2
Portfolio shares (% of wealth)
Housing and cars -56.5 -1521 -4115 |-180.6 2802 1409 83.6 234 36.4 229 9.6 36.1
Business and nonfinancial  -7.0 -147 =396 | -15.3 10.6 121 13.4 36.1 229 331 49.0 333
Financial assets -82 -173 -655 |-238 48.6 36.5 415 485 53.6 515 441 479
Collateralized debt 1641 2682 5734 | 3015 -2278 -862 -36.9 -76 |-126 -72 -23 | -165
Uncollateralized debt 7.6 15.8 432 182 -11.6 -32 -15 -0.3 -04 -03 -03 -0.7
Shares of total sample (%)
Eamings 0.7 2.1 2.3 7.6 10.1 13.8 17.7 50.7 10.2 15.9 121 100
Income 0.7 19 21 74 9.2 12.8 17.3 53.3 9.9 16.1 15.0 100
Wealth -0.3 -03 -01 -0.7 0.6 3.2 9.8 87.0 121 274 355 100
Shares of total sample (%)
Housing and cars 0.5 13 0.9 34 5.0 126 227 56.4 12.2 17.4 9.4 100
Business and nonfinancial 0.1 0.1 0.1 0.3 0.2 1.2 39 94.4 8.3 272 52.2 100
Financial assets 0.1 0.1 0.1 0.3 0.7 25 8.5 88.1 13.5 294 327 100
Collateralized debt 3.1 49 2.8 12.3 8.9 16.8 219 401 9.2 12.0 5.0 100
Uncollateralized debt 3.3 6.7 48 17.0 10.4 14.3 20.0 38.2 6.0 9.6 13.3 100
Income sources (%)
Labor 73.6 80.3 79.4 732 78.3 772 70.8 52 66.7 51.8 289 62.5
Capital 0.1 0.1 0.0 0.1 0.1 05 1.6 14.4 4.6 12.8 32.0 8.0
Business 5.3 2.8 2.8 3.0 3.4 31 55 20.8 11.0 239 34.6 13.0
Transfers 8.4 13.0 12.8 17.6 15.4 17.6 19.9 11.0 14.2 9.3 4.0 14.3
Other 12.7 38 49 6.1 2.8 15 2.3 1.8 35 2.2 0.5 2.3
Age (%)
Under 31 269 314 35.0 28.0 249 9.9 3.9 11 0.3 0.6 0.8 135
31-45 393 38.1 34.8 319 344 27.8 213 15.8 14.0 14.6 10.1 26.2
46-65 253 24.5 25.6 30.2 29 395 412 51.1 541 517 50.2 38.2
Over6s 8561, 47 99 116 228 886 819 | 315 382 89| 220
Average (years) 419 394 39.1 429 439 52.3 57.6 59.0 59.8 59.4 61.6 51.2
Education (%)
Dropouts 5.1 57 7.7 16.1 16.3 1.4 9.2 19 1.0 0.9 0.3 1.0
High school 8.1 20.4 30.6 33.6 384 374 316 15.4 12.2 59 7.4 313
Some college 18.3 241 29.3 233 217 18.5 18.2 12.9 17.4 7.3 12.4 18.9
College 481 36.1 28.3 211 19.7 24.0 289 37.8 39.3 36.1 332 26.3
Postgraduate 204 137 4.0 5.8 3.9 8.7 121 320 30.0 49.8 46.7 125
Employment status (%)
Workers 60.5 72.2 68.5 58.7 65.9 59.9 53.3 46.7 51.6 337 17.4 56.9
Self-employed 7.5 53 5.4 54 5.8 6.3 8.8 22 19.6 39.3 59.5 9.7
Retired 8.5 6.3 6.1 10.2 1.7 22.7 32 273 26.3 245 20.0 20.8
Nonworkers 236 16.2 20.0 25.7 16.6 141 5.8 3.9 25 24 3.1 12.6
Marital status (%)
Married 525 50.2 37 36.7 50.9 54.9 66.1 77.2 81.1 84 88.3 57.2
Single with dependents 231 24.9 36 317 246 16.7 8.5 6.0 54 3.4 11 17.5
Singl vithout depondents 244 249 27 | 316 246 284 254 168 | 134 126 106 | 253
Family size 2.72 2.75 2.6 2.51 2.77 2.56 2.49 2.55 2.54 2.62 2.63 2.58
Marital status excluding retired widows
Single with dependents 20 24.2 35.1 31 232 148 6.9 5.3 5.1 29 1.0 16.3
Single without dependents  24.4 24.9 259 289 211 22.6 18.2 12.5 10.2 10.0 8.9 20.7
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The Poor

The earnings-poorest. The earnings-poorest have negative earnings. This is because they
incurred sizable business losses, which account for —9 percent of their income. The earnings-
poorest are wealth-rich, owning about three times average wealth, which would put them in
the top decile of the wealth distribution. Their average income is almost equal to the sample
average, putting them in the fourth quintile of the income distribution. Most of their income
comes from transfers and capital sources. The earnings-poorest are older than average (57
years in comparison to 51 years on average), and many of them are single (63 percent). The
education of the earnings-poorest is about the same as the sample average. Many of the
earnings-poorest are retired (39 percent). Clearly, this is not the group that fares the worst in
life; more likely, it is a group in good shape but experiencing a bad year.

The earnings-poor. The group of the earnings-poor contains those with negative earnings
and a large number with zero earnings, making their overall earnings still negative. They are
a wealthy bunch—their average wealth would put them in the fourth wealth quintile—but a
lot less so than the earnings-poorest. Most of their income comes from transfers (84 percent).
The majority are retirees (more than 63 percent), with lower education and a bigger fraction of
singles, mostly widows, than the population at large, as we expect from the elderly.

The income-poorest. The income-poorest have both positive income and earnings, and their
wealth is around the median. They have both capital and business losses (—23 percent and
—15 percent) and receive 64 percent from transfers and 44 percent from labor income. Unlike
the earnings-poorest, the income-poorest are young (the average age is 41.2, and the share of
individuals under age 31 in this group is almost three times the sample average). The income-
poorest are less educated than the sample average, with 10 percentage points fewer college
graduates and 10 percentage points more high school dropouts. In this group, many house-
holds are headed by nonworkers (42 percent, whereas the sample average is only 13 percent).
Almost all (96 percent) of the income-poorest are single. Although this group contains some
very poor households, it also includes households with sizable wealth and a bad draw in terms
of business or capital income.

The income-poor. The average household income of the income-poor is $13,100. Most of
this income comes from transfers and labor (58 and 31 percent). The income-poor are either
very young or very old (23 percent are under 31, and 31 percent are over 65; the sample aver-
ages are 14 and 22 percent). This group has many high school dropouts and very few college
graduates (24 and 18 percent; the sample averages are 11 and 39 percent). Many of the house-
holds in this group are headed by either retirees or nonworkers (30 and 31 percent). Most
of them are single, both with dependents and without (33 and 47 percent). More so than the
income-poorest, the income-poor make up the group of households in bad shape. Most of the
income-poor households have female household heads. On average, 28 percent of households
are female-headed; among the income-poor, 54 percent of households are female-headed.

The wealth-poorest. The average net worth of the wealth-poorest is $—165,300. But their
income is approximately $61,000. Most of their income comes from labor (74 percent). They
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are about nine years younger than the average. A majority of the household heads have com-
pleted college (69 percent, whereas the sample average is 39 percent), and this group has very
few high school dropouts (5 percent, which is half the sample average). About a third of their
debt is from student loans, amounting to $102,500, which is over 60 percent of their negative
net worth position. Most of them are workers, but this group also has a relatively large share
of nonworkers (61 and 24 percent; the sample averages are 57 and 13 percent, respectively).
They are more educated and younger. Being younger than the average, they are also more
frequently single.

The wealth-poor. The wealth-poor have negative wealth overall and much lower earnings
and income than the wealth-poorest. Most of their income comes from labor (73 percent).
The household heads are young (60 percent of them are under age 45), and many of them are
single, both with dependents and without (32 and 32 percent). As a whole, the group is not
very educated and includes a sizable number of nonworkers.

The Rich

The earnings-richest. The earnings-richest are rich along all three dimensions. Their average
earnings, income, and wealth are 19, 18, and 23 times the sample averages. Their share of
business income is over twice the sample average, and they receive a trivial amount of trans-
fers. Most of them belong to the 46—65 age group (60 percent), which are the prime years for
working. Almost all of the household heads in this group (92 percent) have completed college.
Many of them are self-employed (49 percent, which is 5 times the sample average), and most
of them are married (85 percent).

The earnings-rich. The earnings-rich are still rich along all three dimensions, but appre-
ciably less so than the earnings-richest. Their average earnings, income, and wealth are about
3 times the sample averages. They have almost no transfers and a larger share of business
income than the average household. The household heads are prime-age workers, but on
average they are about five years younger than the earnings-richest. A very large share of the
household heads have completed college (71 percent).

The income-richest. The income-richest are very rich along all three dimensions, even more
so than the earnings-richest. Their average earnings, income, and wealth are 18, 20, and 26
times the sample averages. Large shares of their income come from labor and business sources
(38 and 33 percent). The household heads have a similar age composition as the earnings-rich-
est. Their average age is 55, and 55 percent of them are between 46 and 65 years. Almost all
of them have completed college (88 percent), many of them are self-employed (49 percent),
and most of them are married (84 percent).

The income-rich. The income-rich are rich along all three dimensions, but their earnings
and income are only about 3 times, and their wealth only about 4 times, the sample averages.
When compared with the income-richest, more of their income comes from labor (60 percent)
and less from capital and business sources (12 and 18 percent). Their average age is 51 years,
which makes them on average four years younger than the income-richest. Most of the house-
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hold heads have completed college (74 percent), they are mostly workers and self-employed
(68 and 18 percent), and a very large share of them are married (77 percent).

The wealth-richest. The wealth-richest own extremely large wealth amounts (36 times the
sample average) and relatively smaller earnings and income (12 and 15 times the sample aver-
age). Their income is almost evenly split between labor, capital, and business sources (29, 32,
and 35 percent). They are quite old (the average age of the household heads is 62, and 39 per-
cent of them are over 65). They are also highly educated, with 80 percent having completed
college. A very large share of them are self-employed (60 percent, which is more than 6 times
the sample average), and almost all of them are married (88 percent).

The wealth-rich. The wealth-rich are still rich along all three dimensions, but there is less
of a gap between their wealth holdings and their earnings and income (4.4 to 2.5 and 2.7
times the sample averages). Business and capital income are still important income sources
(21 and 14 percent), but the largest share of their income comes from labor, as compared
with the wealth-richest (52 and 29 percent). The household heads are old (59 years on aver-
age), they have completed college (70 percent), many of them have retired (27 percent), and
although most of them are married (77 percent), the share of singles without dependents is
also sizable (17 percent).

Compensation

For most households, labor income constitutes the single most important source of income,
but labor income constitutes only a fraction of employee compensation. Today, non-wage
benefits account for roughly 20 percent of compensation.'! Pierce (2001) provides a detailed
discussion of non-wage benefits based on data from the Employer Cost of Employee Com-
pensation (ECEC) survey of the BLS and the resulting changes of considering compensation
inequality rather than wage inequality.

Unfortunately, the SCF has no information on total compensation of employees. We
therefore use data from the ECEC survey of the BLS to impute non-wage benefits to house-
hold earnings in the SCF. We impute health and retirement benefits to earnings based on 2007
ECEC data from Pierce (2010).'? We refer the interested reader to Pierce (2010) regarding
the details of the construction of these data series. We adjust the benefit shares from Pierce
(2010) to account for the fact that they are expressed as a fraction of compensation rather than
earnings. We sort households by earnings and impute the fraction of health and retirement
benefits separately for each earnings percentile. We impute only if earnings are positive. We
refer to the sum of earnings and benefits as compensation. Our imputation has several caveats.
Earnings also include entrepreneurial income and is the sum of labor income of all household
members. The ECEC survey is an employer survey, and information is only available at the
level of the job, not the individual. We do not take information of benefit incidence in the SCF
into account, but impute conditional averages for each earnings percentile. Although our im-
putation approach has several caveats, it should provide a first approximation of the resulting
consequences of including benefits in the distribution of earnings. In our case, the ordering of
households along the distribution remains almost unaffected due to missing individual level
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data and only small differences in benefit shares in the upper part of the earnings distribution.

Table 9 shows measures of concentration and skewness for the earnings and compensation
distribution equivalently to Table 3. On average, the compensation distribution relative to the
earnings distribution shifts up. The strength of the shift is heterogeneous along the earnings
distribution. Low earnings households have zero earnings and therefore no benefits. In the
middle of the distribution, the benefit share in compensation rises quickly but decreases at the
very top of the distribution. This pattern shows up strongest when looking at the 50-30 and
90-50 ratio in Table 9. For compensation, the 50-30 ratio increases relative to the earnings
distribution, while the 99-50 ratio decreases and the 90-50 ratio remains almost unaffected.
Overall, concentration of compensation and earnings is similar with a slight tendency that
compensation shows a lower coefficient of variation and Gini index. The variance of loga-
rithms increases with the caveat that zeros and negative earnings and compensation observa-
tions are discarded for this measure.

Table 9
Concentration and skewness of the distributions

Earnings ~ Compensation

Coefficient of variation 3.69 3.64
Variance of logs 1.50 1.56
Gini indexes 0.67 0.66
Location of mean 70 70
99-50 ratio 17.46 1712
90-50 ratio 415 417
Mean-to-median ratio 1.96 1.95
50-30 ratio 3.21 3.49

In Table 10, we look at the earnings partition from Table 6. We report averages and shares in
the total sample for earnings and compensation. For averages, we see that they are shifted up for
all households with positive earnings. The shift is strongest in the middle of the distribution. This
can also be seen when looking at the shares of compensation in the total sample. Between the
second quintile and the 95th percentile the shares increase, while at the top and the bottom the
shares remain constant or decrease slightly. Overall, the effects are modest.

Wealth, Assets, and Debt

Do wealth portfolios vary across the distribution? Tables 6, 7, and 8 show that the main differ-
ence between the rich and the poor is that the households hold higher shares of their wealth in
housing and cars, whereas rich households hold a larger share in business and financial assets.
This is especially true in the wealth partition, where poor households have negative wealth,
which switches the signs of portfolio shares. The bottom 10 percent of wealth households are
underwater and their debt is mostly collateralized debt, perhaps due to the boom and bust in
house prices over the 2000s. Debt holdings are a large size for all groups. Those with negative
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Table 10
Compensation and earnings

Bottom (%) Quintiles Top (%) Al

0-1 15 5-10 1st  2nd 3rd 4th 5th [90-95 95-99 99-100 |0-100

Averages (x 103 2013 USD)

Earnings -58 00 00 | -03 9.6 333 645 2124| 1588 293.4 1203.2| 63.9
Compensation -58 00 00 |-03 106 39.0 762 247.2| 186.7 338.8 1383.4| 745

Shares of total sample (%)

Earnings -0.1 0.0 00 |-01 30 104 202 665 124 184 188|100.0
Compensation -0.1 0.0 00 |-01 29 105 204 663 125 182 18.6|100.0

wealth barely hold 10 percent of all debt, whereas the rich hold a lot of debt—so much in fact
that more than half of all debt is held by the top earnings quintile and more than two-fifths of all
wealth by the top wealth quintile. It is only the top 1 percent of all partitions that have a portfolio
that is clearly different from that of the population at large.

In the section that follows, we look at the finer partition of asset classes described in Figure
7 to compare the portfolios of the wealth-rich and wealth-poor in detail. The section after that
looks at student loans, an item that has grown dramatically in recent years. Then we look at the
relation between different wealth components and capital income to discuss the extent to which a
uniform rate of return exists. Finally, the section entitled “Portfolio Composition and Prices” ex-
plores how changes in asset prices and shifts in the portfolio have affected the wealth distribution.

Portfolio Composition of the Wealth Partition

Table 11 reports the portfolio shares in detail for the wealth partition. First, note that retire-
ment accounts constitute the bulk of financial assets, whereas mortgages are the main part of
debt, constituting 13 percent of all wealth. Retirement accounts are a roughly constant fraction
of wealth throughout the wealth distribution, with the exception of the bottom 5 percent and
the top 1 percent. Other financial assets such as stocks, mutual funds, bonds, and other man-
aged investment holdings are highly skewed toward the top of the distribution. In particular,
stocks are highly concentrated in the population, with only about 10 percent of households
holding stocks directly. The bottom quintile holds a lot of debt in the form of installment
loans. These holdings are small, however, compared with overall debt.

Student Loans

Student loans, one of the items in installment debt, has grown considerably in the last few
years, both in the amount of debt held by those who hold some debt of this type and in the
number of households that have student loans. The left panel of Figure 8 shows mean educa-
tion installment debt for all households age 35 and younger for all education groups and for
those with at least some college over time. We see that the level of debt has tripled since 1989
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Net worth
//\
Assets Debt
/\ L Mortgage + home equity lines of credit
Financial assets Nonfinancial assets | Residential debt
— Liquid assets — Houses — Other lines of credit
— Certificates of deposit (CDs) — Vehicles — Credit cards
— Mutual funds — Other residential real estate — Installment loans
— Stocks — Nonresidential real estate — Other debt
— Bonds — Business
f— Savings bonds — Other nonfinancial assets
— Other managed assets
— Other financial assets
f— Cash value of life insurance

— Total quasi-liquid retirement accounts

Figure 7. SCF household portfolio.

Table 11
Portfolio composition (Figure 7) of the wealth partition, 2013

0-1 -6 5-10 1st 2nd 3th 4th 5th 90-95 95-99 99-100 All

Liquid assets 2.8 48 229 8.1 17.0 10.2 7.4 5.9 6.5 7.0 4.6 6.4
CDs 0.0 0.6 1.7 0.5 0.6 1.0 16 0.9 15 0.7 05 0.9
Mutual funds 0.0 0.4 1.1 0.3 0.4 0.8 16 7.9 5.2 7.6 10.5 7.0
Stocks 0.0 0.9 2.0 0.7 15 11 19 8.2 5.6 9.4 9.7 7.4
Bonds 0.0 0.0 0.0 0.0 0.0 0.1 0.1 1.8 0.5 2.0 2.5 15
Saving bonds 0.0 0.1 0.6 0.2 0.3 0.4 0.2 0.1 0.2 0.1 0.0 0.1
Other managed assets 0.0 0.0 2.1 0.3 0.3 0.7 1.9 3.9 29 3.3 5.1 3.6
Cash value life insurance 0.1 1.3 2.2 1.1 49 1.9 1.7 1.2 14 1.0 11 1.3
Other financial assets 0.1 0.3 1.2 0.6 2.1 0.8 0.8 0.8 0.9 0.9 0.7 0.8
Retirement accounts 5.2 9.0 318 12.0 215 19.6 24.3 17.8 29.0 19.6 94 18.7
Houses 488 1229 3087 1403 | 2071 1205 7438 21.7 338 215 9.0 324
Vehicles 7.7 291 102.8 40.3 73.1 20.3 8.7 1.7 25 1.4 0.6 37
Other residential RE 14 11.8 33.0 10.0 55 6.7 6.8 8.0 9.0 8.6 7.3 7.9
Nonresidential RE 0.0 0.1 0.6 0.3 1.3 17 2.0 39 4.0 43 37 3.6
Business 5.2 2.3 39 43 2.2 2.6 4.0 233 9.0 19.5 36.9 20.8
Other nonfinancial assets 0.4 0.4 2.1 0.7 15 1.1 0.7 0.9 0.9 0.6 1.2 0.9
Mortgages + HELOCs -66.5 -1459 -3331 -161.1|-1784 -71.4 -30.7 -60 -100 -56 -15 -127
Residential debt -04 -139 -360 -10.7| -36 -39 -24 -1.3 -19 -14 -08 -1.6
Other lines of credit 0.0 -04  -52 -08 ] -1.1 -02 -01 -0.1 00 -01 -0.2 -0.1
Credit cards -7.4 -79 -328 -130| -93 24 11 -0.1 -0.2 0.0 0.0 -0.4
Installment loans -97.3 -108.4 -2044 -129.7| -457 -109 -39 -04 -0.6 -0.2 -0.1 -2.3
Other debt -0.2 -75 =51 -441 -13 -06 -02 -0.1 -0.1 -0.1 -0.1 -0.2

Note: We use the following abbreviations: CDs for certificates of deposit, RE for real estate, HELOCs for home equity lines of credit.
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Figure 8. Student loans for households with head under 35 years of age. Panel (3) shows student loans (x $1,000) for house-
holds with student loans; panel (b) shows share of households with student loans.

(from $10,400 to $30,500 for all households under 35 and from $12,700 to $33,100 for those
with some college education). The right panel shows the percentage of households with stu-
dent debt. The percentage has more than doubled in the same period (from 17 to 42 percent of
all households under 35 and from 25 to 53 percent of those with some college education). As
we will see later, although the well-educated saw the largest increase in earnings and income,
the increase in debt is much larger than the increase in income.

Wealth as Source of Income

The relation between wealth and income is not as simple as equal rates of returns across or
within asset classes. Table 12 shows the correlation of various forms of capital income with
different measures of household wealth.!> We consider capital income excluding business
income, with and without capital gains, and business income alone. These correlations never
exceed 0.56, the highest being the correlation between capital income excluding capital
gains and financial assets (wealth net of houses and businesses is almost the same variable as
financial assets). The other correlations never exceed that level, partly because the return on
housing goes mostly unmeasured and partly because the return on businesses can have large
individual variability. Still, we consider the value of 0.56 to be quite low, given that it could
be the rate of return for traded firms. When we use models of the aggregate economy, wealth
enters as a factor of production. As such, it generates income for owners that is typically per-
fectly correlated. That the data indicate otherwise should be of concern.

Portfolio Composition and Prices

Over the last 25 years, asset prices have oscillated wildly, as Figure 9 shows.'* Stocks, as
measured by a broad stock market index such as the S&P composite, are now three times more
valuable than they were in 1989, despite the large drop at the beginning of the Great Reces-
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Table 12
Correlation of income and wealth: various components

Wealth net of

Net Financial Wealth net Wealth net of houses and
wealth wealth of houses business business
Capital income 0.32 0.37 0.31 0.37 0.37
Capital income
(excl. capital gains) 0.50 0.56 0.50 0.55 0.56
Business income 0.51 0.30 0.51 0.34 0.34

sion. Housing prices stagnated during the nineties, had a dramatic increase up to the Great
Recession and an equally dramatic loss after its peak, and experienced a partial rebound in
the last few years. Unfortunately, there is no easy way to find the prices of the other assets in
households’ portfolios, especially business assets.

400 :
—— Houses i

350 | - Stocks I y

300 - i 2 1 7

250 &

200 : : -
150 - { S -
- // \\

_— "‘v\,\ .
— v
[N~ 7] ! !
1990 1995 2000 2005 2010

Figure 9. Stock and house prices. Inflation-adjusted S&P
composite and Case-Shiller house price indexes (January
1989 = 100).

To examine which wealth groups were most affected by these price changes, we use three
asset portfolios and follow their values over time. Such portfolios correspond to the asset com-
position of the top 1 percent of households, of the households in the second quintile (20 to 40
from the bottom), and of all households. We follow the value of these portfolios under different
assumptions of the evolution of the prices of its components. In panel (a) of Figure 10, we show
the evolution of values when only houses and stocks change prices. In panel (b), we pose the
evolution of the values when other real estate follows the same prices as those in the Case-Shiller
index, and where the prices of retirement accounts, mutual funds, and other nonfinancial assets
follow the value of stocks. Finally, in panel (c), we also allow business assets prices to follow
the prices of stocks.

As we can see, the values of all portfolios follow similar patterns when only house and
stock prices are allow to vary (except for the increase in the housing prices during the years up
to the Great Recession, which increased the value of the portfolio of the second quintile). As
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Figure 10. Price effects. Panel (a): houses and stocks; panel (b):
houses, stocks, other residential real estate, retirement accounts,
mutual funds, other nonfinancial assets; panel (c): houses, stocks,
other residential real estate, retirement accounts, mutual funds,
other nonfinancial assets, business.
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we add price changes in more components, we see that overall the value of the portfolio of the
richest people has gone up a lot more than that of the mean portfolio and in turn much more
than that of the poorest quintile. The great divergence has occurred since the onset of the Great
Recession. Unfortunately, without knowing when households acquired those assets, it is hard
to draw any conclusions about who has benefited the most from the price changes.

Joint Distribution

Perhaps the most attractive feature of the SCF is that we can simultaneously observe income
and wealth, and we want to know how they covary. Table 13 shows the joint distribution of
earnings and wealth by partitioning the population in earnings and wealth deciles and describ-
ing the average values of earnings, income, and wealth in each of the bins that result from
intersecting both sets of deciles.'> The #ypical household as described by the median of the
joint earnings-wealth distribution is between the fifth and sixth decile. Table 14 shows how
many households are in each of the 100 bins that result from such partitioning. Both variables
are correlated; hence they move together, with most of the mass concentrated along the main
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diagonal. Some qualifications are needed. A substantial fraction of households is in the top right
corner. These are usually households with high wealth and little earnings, the retired house-
holds, or households with losses from their business. The lower left corner displays little mass.
Most high-earnings households are also high-wealth households. The strongest concentration
of households is in the 10-10 cell in the lower right corner. On closer inspection, the life cycle
becomes apparent. The mass of households is shifted slightly to the lower left of the main
diagonal, that is, the high-earnings households with comparatively less wealth.

To isolate the non—life cycle factors in the joint distribution of earnings and wealth, Tables
15 and 16 show the averages and histograms in each bin when we restrict the sample to house-
holds with heads in the 3555 age group. Relative to the population at large, these groups have
more earnings and less wealth. This distribution is almost symmetric along the upper-left to
lower-right diagonal, but less so along the lower-left to upper-right diagonal.

The Poor and the Rich

So far we have concentrated our attention on partitions of the data along the earnings, in-
come, or wealth dimension. We have seen that the poorest earnings and income households
as a whole have a lot of wealth, whereas the wealth-poorest households as a whole have a lot
of earnings and income. On the other hand, the richest households along one dimension are
usually rich along the other dimensions. To investigate the overlap of the different groups in
detail, we determine the share of households that are among the three bottom and top groups
in one dimension and among the three bottom or the three top groups along the other two
dimensions. We collect this information in Table 17.

Looking at the earnings-poorest, we see that a large number, 47 percent of them, are also
among the income-poorest, but also 15 percent of them are among the top 10 percent of the in-
come distribution. Households that are not working or that had a bad year with their business
might still have a lot of income from other sources. This idea is supported by looking at the
wealth distribution: only slightly more than 10 percent of the earnings-poorest are among the
bottom 10 percent of the wealth distribution, whereas almost a fourth of the earnings-poorest
are among the top 10 percent of the wealth distribution, with even 3.5 percent being among
the wealthiest households.

The income-poorest are earnings-poor the majority of the time, but they are not often among
the wealth-poorest; about 20 percent of them are in the poorest 10 percent of the wealth distri-
bution. Looking at the wealth-poorest, they are not heavily concentrated at the bottom of the
earnings or income distribution. About 5 percent are in the bottom 10 percent of the earnings
distribution, and slightly more than 15 percent are at the bottom of the income distribution. A
few more are at the bottom of the income distribution, a natural implication of income includ-
ing mostly earnings and capital income. Moreover, we find that 5 percent of the wealth-poorest
are between the 90th and 95th percentile of the earnings distribution, and slightly more than 5
percent are in the top 10 percent of the income distribution, but no one is in the top 1 percent of
the income distribution of the wealth-poorest. We can conclude that the poorest income or earn-
ing households are by and large different households from the poorest wealth households.

The situation is different at the top of the distribution. The income-richest are also among
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Table 13
Joint distribution of earnings and wealth from the 2013 SCF: average values in thousands of
dollars of earnings, income, and wealth in each bin

) . Wealth decile
Eamings decile
2 3 4 5 6 7 8 9 10
E 0.0 0.0 -03 0.0 00 -03 -09 0.0 -1.8  -120
1 | 11.9 11.8 12.4 12.6 1.4 15.6 195 159 384 2007
W | -23.1 0.8 7.6 251 572 1144 1975 3129 639.2 4686.6
E 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
2 | 29.2 24.6 26.5 282 32.8 31.4 340 322 38.0 38.6
W | -36.0 0.8 10.3 27.8 595 1141 1897 3185 6176 1910.2
E 49 5.0 5.2 4.8 49 3.3 33 2.6 15 2.4
3 | 14.7 13.5 1741 238 22.5 317 442 68.1 706  152.2
W | -31.4 1.0 8.3 2741 59.2 1130 1985 3271 6285 28921
E 15.2 15.4 15.6 15.7 15.3 16.2 154 145 14.7 15.0
4 | 27.2 19.9 19.9 26.3 26.3 28.7 382 409 515 94.2
W |-26.8 11 8.2 24.4 58.7 106.0 2008 3163 597.3 2074.
E 27.5 26.6 26.5 272 27.8 275 273 263 27.3 25.9
5 | 31.5 29.0 30.1 321 33.6 36.2 465 448 611 1408
W | -267 16 8.9 237 56.8 1026 191.0 3181 689.3 2763.3
E 39.2 39.5 39.0 39.3 40.0 39.7 40.1 40.2 40.1 39.8
6 | 42.4 412 43.0 424 437 46.0 485 588 639 1439
W | -338 1.3 9.9 243 60.3 1122 1951 3173 6275 4627.0
E 53.2 52.8 53.6 54.5 53.9 53.5 547 541 55.0 52.1
7 | 55.8 54.5 55.6 57.8 56.5 60.8 66.9 639 727 1326
W | -354 15 9.5 255 559 1110 1957 3219 5920 23334
E 75.4 72.0 73.9 73.4 74.9 75.2 76.4 755 76.1 75.4
8 | 776 721 755 76.0 80.3 79.7 849 821 940 1546
W | -56.6 19 10.0 251 58.7 109.8 1913 3167 627.2 23923
E |106.8 1104 1039 1043 106.0 1082 1061 106.6 1104 1105
9 | | 1083 1104 1045 1070 1094 1105 1101 1146 120.7 167.0
W | -435 1.0 10.4 272 626 1142 1925 3273 6341 2964.2
E | 1677 1937 1770 1539 163.0 1740 1761 1787 201.0 4552
10 | | 1686 1994 1771 1640 1668 1759 1802 1877 2114 5737
W |-292.0 0.5 9.4 26.4 617 1151 1883 3457 661.1 5095.5

Table 14
Joint distribution of earnings and wealth in the 2013 SCF: percentage of population in each bin

Wealth decile

Earnings

decile 1 2 3 4 5 6 7 8 9 10 Total
1 0.91 3.09 1.24 1.15 1.05 0.66 0.68 0.58 0.28 0.34 10.0
2 0.57 0.68 0.71 0.68 1.05 1.67 1.66 1.65 1.06 0.27 10.0
3 1.34 1.54 0.89 0.62 0.77 0.68 0.95 0.75 1.18 1.28 10.0
4 1.38 1.98 1.99 0.91 0.87 0.78 0.50 0.46 0.63 0.49 10.0
5 1.58 1.21 1.97 1.47 1.10 0.76 0.49 0.64 0.44 0.33 10.0
6 1.67 0.66 1.33 1.85 1.19 1.07 0.65 0.73 0.57 0.27 10.0
7 1.16 0.54 1.00 1.38 1.36 1.36 1.23 0.97 0.62 0.38 10.0
8 0.73 0.16 0.62 1.14 1.32 1.36 1.57 1.27 1.22 0.60 10.0
9 0.51 0.08 0.21 0.68 0.93 1.28 1.61 1.66 1.88 1.16 10.0
10 0.15 0.05 0.04 0.10 0.37 0.37 0.65 1.29 2.09 488 10.0

Total ~ 10.0 10.0 10.0 10.0 10.0 10.0 10.0 100 100 16.0 100:0
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Table 15
Joint distribution of earnings and wealth for households with head age 35-55 from the 2013 SCF:
average values in thousands of dollars of earnings, income, and wealth in each bin

Wealth decile
Earnings decile 1 2 3 4 5 6 7 8 9 10

E 1.0 0.5 -03 0.5 0.6 0.1 0.4 0.2 06 -101
1 | 16.2 13.7 171 18.4 21.8 233 29.1 46.6 492 2370
W |-25.8 0.4 7.4 25.4 520 1072 1626 253.0 590.1 2406.5

E 12.3 13.1 13.9 13.3 12.6 15.2 12.2 14.9 12.6 10.5
2 | 18.9 20.4 19.4 248 21.0 242 26.1 27.4 38.8 86.5
W |-19.8 12 8.4 25.4 543 1001 1721 2849 5417 11581

E 271 25.3 25.8 26.0 26.6 25.4 243 256 27.5 25.0
3 | 32.3 29.4 30.2 316 31.2 271 312 332 332 34.9
W | -343 17 8.8 235 52.0 945 1861 3014 6288 1581.2

E 36.8 37.1 37.8 36.7 37.1 36.8 36.6 367 33.8 341
4 | 40.3 39.3 42.0 40.4 39.8 413 434 434 56.0 1354
W | -40.6 0.9 9.3 231 54.7 99.4 1793 289.0 6685 1224.2

E 48.6 47.8 47.4 47.3 48.1 48.0 488 489 48.1 47.8
5 | 50.0 49.7 49.9 512 49.9 518 549 571 532 135.0
W | -33.7 14 9.6 242 49.7 966 1717 2923 5320 2576.3

E 60.9 58.9 59.0 62.0 63.1 62.2 619 624 60.8 61.9
6 | 63.2 61.5 61.8 64.1 66.0 70.4 708 66.2 65.9 74.8
W | -322 1.0 9.3 241 511 96.0 1771 2921 5534 1650.6

E 83.1 75.7 80.5 80.2 81.4 80.4 818 794 80.5 791
7 | 85.2 75.7 83.2 83.2 88.2 81.4 848 827 91.3 94.4
W | -835 11 10.7 25.0 52.2 988 1761 3009 586.0 22119

E 99.0 1138 1062 1030 1026 1020 1024 1032 103.6 1028
8 | [ 1006 1138 1072 1040 1042 1037 1070 1084 109.7 1232
W | -48.1 -0.8 10.7 25.3 53.1 988 1768 3082 5683 23354

E | 1428 1395 1607 1328 137.0 1377 139.0 1452 1430 1426
9 I | 1444 1402 150.8 1340 1372 1417 1408 1489 1536 169.5
W | -41.9 2.9 9.5 28.1 57.7 9568 1733 3126  589.8 19411

E | 2065 253.6 2636 2065 2322 2104 2158 2199 2346 5240
10 | ] 2065 2536 253.6 2066 2564 2105 2199 2412 2408 5923
W | -26.9 2.3 9.3 34.4 606 1029 1741 3312 6109 4268.4

Table 16
Joint distribution of earnings and wealth age 35-55 in the 2013 SCF: percentage of population in each bin

Wealth decile

Earnings

decile 1 2 3 4 5 6 7 8 9 10 Total
1 1.77 3.27 1.45 0.80 1.03 0.75 0.41 0.14 0.21 0.18 10.0
2 1.27 2.77 2.23 1.01 1.06 0.79 0.19 0.22 0.35 0.1 10.0
3 1.67 1.62 2.21 1.85 1.21 0.58 0.34 0.29 0.19 0.05 10.0
4 1.62 0.86 144 1.93 1.35 117 0.58 0.77 0.16 0.13 10.0
5 1.12 0.98 0.97 1.38 1.33 1.33 1.20 1.02 0.34 0.33 10.0
6 1.00 0.31 0.65 1.21 1.60 1.72 1.36 1.39 0.62 0.13 10.0
7 0.63 0.03 0.70 0.98 118 1.40 1.88 1.37 1.45 0.38 10.0
8 0.45 0.08 0.23 0.60 0.61 117 2.36 2.05 1.82 0.63 10.0
9 0.34 0.10 0.1 0.20 0.53 0.81 1.25 1.83 2.87 1.96 10.0
10 0.1 0.01 0.02 0.03 0.12 0.28 0.42 0.92 2.00 6.10 10.0
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Table 17
Joint distribution of the poor and the rich

Earnings Income Wealth
0-1 1-5 5-10 90-9595-99 99+ | 0-1 1-5 5-10 90-9595-99 99+ | 0-1 1-5 5-10 90-95 95-99 99+

0-1 473 98 00 46 96 05 |13 652 44 59 135 35
1-5 00 543 457 00 00 00 (04 28 50 09 01 00
& 510 00 00 270 00 00 00 [05 27 63 1.0 05 00
g 90-95 00 00 00 57 48 01 (10 07 10 174 91 11
@ 95-99 00 00 00 246 736 18 [00 03 01 277 287 64
99+ 00 00 00 00 154 846 |00 00 00 49 566 385
0-1 (474 00 00 00 00 00 49 83 138 02 14 03
1-5 25 543 00 00 00 00 16 49 107 08 05 00
@ 510 |00 366 270 00 00 00 11 33 87 07 01 00
S 90-95| 09 00 00 587 197 00 07 02 05 224 138 09
- 99924 00 00 60 736 38 05 02 01 241 390 105
99+ 05 00 00 05 70 846 00 00 00 75 503 422

0-1 13 18 25 48 00 00 |49 62 53 34 20 00
1-5 13 28 34 09 03 00|21 49 41 02 02 00
5-10 | 09 40 62 10 01 00 |28 85 87 05 01 00
90-9%5 |12 07 10 174 221 10 |00 06 07 223 193 15
95-99 | 34 01 06 114 287 142 |04 05 01 173 390 126
99+ 35 00 00 53 254 384 |03 00 00 44 417 421

Wealth

Notes: Overlap of the earnings, income, and wealth distribution. Rows show the position of the household (column 2) along the respective distribution
(column 1). Columns give the share of households that are in the respective groups (row 2) of the respective second distribution (row 1).

the earnings-richest; 85 percent of the income-richest are among the earnings-richest. Few
households among the income-richest are among the earnings-poorest. The income- and earn-
ings-richest are also very wealthy. Two-thirds of those in the top 10 percent of the earnings or
income distribution are also in the top 10 percent of the wealth distribution. The wealth-richest
in most cases also have a lot of earnings or income. However, 3.5 percent of them are also
among the earnings-poorest, but less than 1 percent are among the income-poorest. Although
being among the earnings-poorest can happen because of low business income, a sufficiently
high amount of capital income seems to prevent the wealth-richest from ending up at the bot-
tom of the income distribution. More than 70 percent of the wealth-richest are among the top
10 percent of the earnings distribution, with 38 percent being among the earnings-richest. In-
come is similar: almost 90 percent of the wealth-richest are in the top 10 percent of the income
distribution, and 42 percent are even among the income-richest households. We conclude that
there is considerable overlap among the rich, even if a few of those very rich in earnings or
income have very little wealth and vice versa.

In Table 18 we restrict the sample to households with a household head between ages 35
and 55 in order to abstract from life-cycle effects. Excluding elderly households that have
no earnings draws a much sharper line between the poor and the rich. Now 86 percent of the
earnings-poorest are in the bottom 10 percent of the income distribution, and only 4 percent
are in the top 10 percent. As before, the earnings-richest are also income-rich and wealth-rich.
The wealth-poorest are neither earnings- nor income-poor. The wealth-richest are again earn-
ings- and income-rich.
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Table 18
Joint distribution of the poor and the rich for ages 35-55

Earnings Income Wealth
0-1  1-5 5-10 90-95 95-99 99+ |0-1 1-5 5-10 90-95 95-99 99+ |[0-1 1-5 5-10 90-95 95-99 99+
0-1 487 373 00 31 04 05 |34 88 00 35 35 01
1-5 00 401 518 00 00 00 |12 55 100 04 00 00
& 5-10 101 165 64 00 00 00 |08 58 132 13 06 00
% 90-95 00 00 00 795 53 01 |02 06 16 212 181 08
W 95-99 00 00 00 116 848 36 |00 00 00 2756 417 79
99+ 00 00 00 00 164 836 |00 00 00 55 484 462
0-1 [490 00 510 00 00 00 35 115 43 00 23 00
1-5 93 401 205 00 00 00 21 35 125 13 00 00
@ 510 |00 415 64 00 00 00 00 53 131 04 00 00
8 90-95| 06 00 00 793 93 00 02 06 14 202 233 10
= 95-99| 01 00 01 66 848 41 00 00 00 271 404 74
99+ 05 00 00 03 143 834 00 00 00 14 445 540
0-1 35 47 40 08 00 00|35 87 00 08 00 00
1-5 22 54 73 07 00 00|28 35 66 08 00 00
£ 5-10 |00 80 131 16 00 00 |09 100 131 14 00 00
§ 90-95 | 07 03 13 212 220 11|00 10 04 202 216 03
95-99 | 09 00 07 227 417 121 |06 00 00 291 404 112
99+ 01 00 00 41 317 462 |00 00 00 48 282 542

Notes: Qverlap of the earnings, income, and wealth distribution. Rows show the position of the household (column 2) along the respective distribution
(column 1). Columns give the share of households that are in the respective groups (row 2) of the respective second distribution (row 1).

Correlations between Earnings, Income, and Wealth

A different way to summarize the joint behavior of the main variables is to compare the cor-
relation coefficients of earnings, income, and wealth with each other and with the four sources
of income, namely, labor income, capital income, business income, and transfers (see Table
19). Consistent with the previous tables, we see a reasonably high correlation between earn-
ings and wealth (0.53). Because earnings is the main component of income, the correlation of
these two variables is much higher at 0.80.

Except for transfers, sources of income are correlated with each other and with earnings,
income, and wealth. Labor income and business income are clearly correlated with earnings,
because the former is part of earnings, as is a sizable fraction of the latter. Labor income is
least correlated with wealth, mostly because of the retired status of many wealthy households.
The correlation between wealth and capital income is 0.32 (we explore this issue in detail
in the previous subsection entitled “Wealth as Source of Income” because we think that this
value is low).

Finally, the correlation of transfers with earnings and labor income is negative, but not by
a lot (we would have expected a much more negative value if transfers were just pensions).
Still, transfers and wealth are positively correlated, indicating that pensions constitute the bulk
of transfers.

If we look only at households with a head between 35 and 55 years of age, for whom retire-
ment is not an issue, the correlations between the three main variables change somewhat. All
correlations are larger than for the population as a whole.
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Table 19
Correlation coefficients of earnings, income, and wealth

Income sources

Earnings Income  Wealth Labor  Capital Business Transfers

All households

Earnings 1
Income .80 1
Wealth 53 .58 1

Labor 69 .52 .25 1

Capital A7 72 .32 12 1

Business .77 .65 .51 .08 13 1

Transfers —.05 .07 14 -.09 .05 .01 1
Households with head age 35—-55

Earnings 1

Income .95 1

Wealth .59 .64 1

Some Dynamic Distributional Aspects

The SCF is a cross-sectional data set; as such, it has no repeated information about how the
same households fare over time. It does, however, have some information about the financial
history of the household from retrospective questions (for example, about inheritances). The
period between 2007 and 2009 is a rare exception because households of the 2007 survey were
reinterviewed in 2009, so we can analyze how they have fared over time. We use this panel
information and apply the earnings, income, and wealth partition to the 2007 and 2009 data.'®

Persistence of Earnings, Income, and Wealth

The period from 2007 to 2009 is exceptional, with a large decline in asset prices and a spike

in unemployment rates. This characteristic renders this period unlikely as a good description

of normal times, but it is informative about how extreme macroeconomic events reshape the
earnings, income, and wealth distribution. It might also be helpful in shedding some light on

the sources and consequences of the crisis by providing a micro view of households over this
period. Table 20 shows the transition matrix for earnings, income, and wealth between 2007 and
2009. Rows show the position in 2007 and columns the position in 2009.!7 Persistence in the
quintiles is higher in the extremes, and persistence of wealth is only slightly higher than that of
earnings or income. The mobility patterns are highly symmetric across the distribution.

The Role of Inheritances

In the SCF interview, households are asked if they have ever received “an inheritance, or been
given substantial assets in a trust or in some other form.” Answers are supposed to exclude
inheritances from deceased spouses. Answers include the year in which the inheritance oc-
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curred. We transform past inheritances into 2013 values by adjusting them for inflation and
using a 3 percent rate of return.'® The SCF also asks about expected inheritances (including
those from spouses), and we compute these amounts at face values. The first column of Table
21 shows the amounts involved and how they compare with total household wealth. We see
that total inherited wealth amounts to about 21 percent of all wealth, a little above the 19 per-
cent reported by Wolff and Gittleman (2014) for 2007. Expected inheritances are lower than
the accumulated value of bequests, amounting to about 12 percent of wealth.

We use the same logic to calculate for each group of households (sorted by wealth) how
much of their current wealth is accounted for by bequests and how much by expected be-
quests. Table 21 also shows those amounts. Interestingly, we see that the really wealthy do
not owe most of their wealth to inheritance. The amounts vary by group, but in most wealth

Table 20
Transition matrix for earnings, income, and wealth, 2007-2009

0-1 1-5 5-10  0-20 20-40 40-60 60-80 80-100 90-95 95-99 99-100

Earnings
0-1 14.3 19.0 13.0 57.5 29.4 7.0 0.1 6.0 0.0 5.1 0.3
1-5 16 53.1 20.4 81.4 17.9 0.7 0.0 0.0 0.0 0.0 0.0
5-10 0.3 10.2 413 81.1 15.6 24 0.9 0.0 0.0 0.0 0.0
0-20 2.0 16.7 20.2 79.8 17.2 1.7 0.6 0.7 0.1 0.3 0.1
20-40 1.8 2.8 3.4 137 54.9 233 4.8 3.2 0.3 0.0 0.0

99-100 13 0.0 0.0 18 3.3 0.2 3.4 91.4 5.2 271 58.2
Income

0-1 205 8.9 25.6 70.5 14.7 34 6.7 4.7 0.0 0.0 0.2

1-5 5.0 475 13.9 81.8 14.2 29 11 0.0 0.0 0.0 0.0

5-10 0.8 18.0 359 775 15.6 48 15 0.6 0.6 0.0 0.0

0-20 3.0 16.7 19.1 70.2 21.6 5.0 2.1 1.1 0.3 0.0 0.0

Wealth

0-1 24.9 35.1 9.1 74.0 22.0 39 0.0 0.1 0.1 0.0 0.0
1-5 16 26.5 29.6 75.3 18.7 3.4 2.3 0.2 0.1 0.0 0.0
5-10 1.0 7.3 15.0 72.9 21.7 4.4 0.9 0.2 0.0 0.0 0.0
0-20 2.1 10.7 15.6 66.9 271 42 1.4 0.4 0.0 0.0 0.0
20-40 11 4.5 6.0 21.7 51.9 23.5 2.5 0.4 0.2 0.0 0.0
40-60 0.8 3.6 29 8.1 16.5 536 194 2.4 0.2 0.0 0.0

60-80 0.8 11 0.5 29 3.8 169  60.5 16.0 15 0.5 0.0
80-100 0.2 0.1 0.0 05 0.6 18 163 80.7 231 19.6 5.0
90-95 0.5 0.0 0.0 05 0.8 09 9.6 88.1 49.4 13.3 1.0
95-99 0.2 0.0 0.0 0.2 0.0 0.4 19 97.5 16.2 69.7 7.0
99-100 0.0 0.0 0.0 0.0 0.0 0.8 0.3 98.9 14 29.8 66.8

Notes: Transition matrix for earnings, income, and wealth from 2007 to 2009. Rows show the position in 2007 and columns the position in
2009. All numbers are percentage shares of households who move from their 2007 position to their 2009 position. Weights are representative
of the population in 2009.
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Table 21
Inherited wealth, expectations on inheritance, and shares of wealth in 2013 SCF

Expected Inherited  Expected inheritance
Wealth group Wealth Inheritance inheritance  wealth share as wealth share
All households 528.2 109.7 63.9 20.8% 121%
0-1% -165.3 15.3 108.2 -9.2% —65.5%
1-5% -40.0 5.7 4.2 -14.3% -103.1%
5-10% -8.4 19.0 344 —225.3% —-406.8%
0-20% -17.8 10.9 26.8 -61.4% -150.2%
20-40% 17.1 10.5 36.1 61.5% 211.3%
40-60% 85.0 26.2 50.1 30.8% 58.9%
60-80% 258.5 58.9 43.6 22.8% 16.8%
80-100% 2,298.1 442.0 163.0 19.2% 71%
90-95% 1,278.2 227.5 87.8 17.8% 6.9%
95-99% 3,614.7 918.0 298.6 25.4% 8.3%
99-99.5% 9,468.0 1,757.7 760.1 18.6% 8.0%
99.5-99.9% 17,623.9 1,330.3 266.5 7.5% 1.5%
Top 0.1% 69,575.9 6,381.3 828.3 9.2% 1.2%

Notes: Levels of inheritance and expected inheritance in thousands of 2013 dollars from 2013 SCF. Shares of
inherited wealth are the mean inheritance to mean wealth within each wealth group.

groups, average inheritance is a lower share (but a larger average amount) of that in the popu-
lation at large. Because inheritances are typically received late in life, households may not
yet be formed by the time they are asked via the survey, or the wealth that will generate the
expected transfer is not yet accumulated.

We use the same set of questions to see how concentrated bequests are. Table 22 shows that
they are very concentrated. A small part of the population receives large transfers from previ-
ous generations, but they are still not the bulk of the very rich. Three-quarters of the popula-
tion has not inherited anything. On the other hand, 1 percent of the population has received
more than $1.5 million. A very similar picture arises with respect to expected bequests. Again,
three-quarters of the population does not expect to receive any bequest, whereas the top 1
percent expects to receive more than $1.25 million. This wealth transfer alone would put the
household in the top 10 percent of the wealth distribution of 2013. For the top 0.01 percent,
expected inheritances amount to $13 million. Looking at received and expected inheritances
jointly, we find that 70 percent of households answer that they neither received any inheritance
nor expected to receive any inheritance in the future.

Table 22
Received and expected inheritance (2013)

Inheritance Top25% Top10%  Top 5% Top1% Top0.5% Top 0.1% Top 0.01%
Received 0 128 352 1,689 2,879 13,030 41,152
Expected 0 50 265 1,260 2,000 6,000 13,000

Notes: Quantiles of received and expected inheritance distribution in the 2013 SCF. All data are in thousands of
2013 dollars. Received inheritances include 3 percent real return per annum since year received.
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Long-Run Trends: Changes between 1989and 2013

A note of caution is in order before we discuss the long-run trends. Using the SCF, we look at
distributions across households and see that household size has experienced a secular decline.
This trend alone reshapes the distributions of earnings, income, and wealth including the
means and measures of inequality. In both cases, these changes have no clear normative or
welfare implications. This has to be kept in mind when interpreting trends. Heathcote, Perri,
and Violante (2009) document changes in inequality over time with a focus on wages, hours,
consumption, and the impact of the tax and transfer system. They use data from the Current
Population Survey (CPS), the Panel Study of Income Dynamics (PSID), and the Consumer
Expenditure Survey (CEX) for their analysis and provide only a very limited analysis of
wealth inequality from the SCF.

Average Performance over Time

Table 23 reports average earnings, income, wealth, and wealth net of home equity per
household between 1989 and 2013 measured in 2013 dollars. To take the effect of house-
hold sizes into account, we also use the per adult equivalent size using the OECD equiva-
lence scales. We see that the performance of the economy as a whole is not great. House-
hold earnings went up a paltry 0.48 percent per year, whereas per adult the rate was 0.56
percent per year. The growth of wealth was much higher: 1.82 percent per household and
1.97 percent per adult.

Table 23
Average earnings, income, wealth, nonhousing wealth

Per household Per adult equivalent
Nonhousing Nonhousing
Year Eamings  Income Wealth  wealth Earnings  Income  Wealth  wealth
1989 57.0 76.4 342.3 252.0 28.8 412 187.2 138.1
1992 57.7 77.0 303.9 226.8 29.5 41.3 1721 127.8
1995 58.8 735 323.1 250.3 30.9 40.1 187.1 144.8
1998 63.8 79.9 405.2 321.8 32.8 42.8 230.7 183.4
2001 725 92.5 522.0 4147 37.3 50.2 292.9 232.1
2004 69.4 87.0 553.8 416.8 359 46.8 3134 2341
2007 7 939 625.2 4734 36.8 50.2 352.6 265.6
2010 66.6 84.0 530.0 419.4 34.0 449 295.9 232.2
2013 63.9 86.4 528.2 424.4 329 46.5 298.9 238.4

Between 1989 and 2013, income increased by 13 percent and, hence, 1 percentage point more
than earnings. Wealth, however, increased more than four times as much (54 percent). Wealth
net of home equity grew by 68 percent, very much in excess of earnings, income, and wealth.
Home equity therefore accounts for only a fraction of the increase in wealth between 1989
and 2013. Indeed, home equity grew by only about 15 percent because of the simultaneous
increase in debt. A large increase has occurred in a key ratio that economists hold dear for
many issues: the wealth-to-income ratio increased from 4.5 to 6.1 between 1989 and 2013,
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and its associated ratio, the wealth-to-earnings ratio, increased from 6.0 to 8.3 despite the low
savings rate in the United States during those years, implying that this increase has been due
to changes in the price of assets.

Which Households Benefited from Growth?

We report in Table 24 the earnings, income, and wealth growth of the 30th, 50th (median),
and 90th percentiles relative to the growth of the mean. We look at two periods. First, we look
at the period from 1989 to 2007 excluding the financial crisis. Second, we look at the growth
performance between 1989 and 2013 including the financial crisis.

Table 24
Growth performance of different parts of the distributions

1989-2007 1989-2013

50th 50th
30th ~ median 90th 30th  median 90th

Earnings 31.2% -154%  -54% | -62% —25.7% 2.5%
Income -2.5% -102%  -87% | -55% -142% -1.9%
Wealth —241% -23.0% —28.8% |-75.6% -58.6% -12.9%

Notes: Growth performance of different quantiles of the distribution relative to the
mean over the indicated period.

For the first period, we find that almost all quantiles performed worse than the mean; only
the 30th percentile of the earnings distribution has a positive growth differential to the mean.
Looking at the relative growth performance, we find that the 30th percentile for earnings and
income experienced higher growth than the median and the 90th percentile. For wealth, the
30th percentile and median grew roughly in parallel and even managed to catch up relative
to the 90th percentile. The large negative numbers show, however, that the mean experienced
substantial excess growth driven by the tail of the distribution beyond the 90th percentile.

For the second period, we find negative growth performance relative to the mean everywhere
except for earnings of the 90th percentile. The median had the worst growth performance for
earnings and income. Hence, the 30th percentile moved closer to the median, but the 90th per-
centile moved further away. For wealth, the growth performance is worst for the 30th percentile
and improves along the wealth distribution. Still, all percentiles performed worse than the mean.

Figure 11 shows the growth performance of the different parts of the distributions from
Table 24 over time. In particular, for earnings we find a strong catch-up of the 30th percentile
until 2010. This outperformance got lost in the aftermath of the financial crisis. The median
shows the worst growth performance throughout. For income, all parts of the distribution show
a similar growth performance, with the 30th percentile dominating the other parts slightly and
the median lagging behind. For wealth, we again see a close comovement over time but a huge
divergence after 2007. Although the mean and the 90th percentile experienced modest reduc-
tions in wealth, the middle and lower parts of the distribution plummeted.
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Inequality Trends

Changes in inequality are hard to grasp. The Gini coefficient, the coefficient of variation, and
the variance of logarithms emphasize inequality in different parts of the distribution, so much
so that they sometimes point in different directions.'!” We therefore use all three statistics to
explore changes in inequality, and we display them in Table 25 for earnings, income, wealth,
and wealth net of home equity (W—H).

The trend for earnings inequality from these statistics is unambiguous. All inequality statis-
tics show a U-shaped pattern, with the trough at the 1998 survey and an increase in inequality
since then. At first glance, this trend contradicts our results about growth rates of different
parts of the distribution in Table 24, where the 30th percentile moved closer to the median,
pointing toward less inequality at the bottom of the distribution. However, earnings growth at
the top of the distribution dominates the inequality trends.

The trend for income inequality is ambiguous. The Gini coefficient is roughly constant,
with the exception of 2013 when it is slightly higher. The Gini coefficient puts more weight on
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Table 25
Changes in concentration of earnings, income, wealth, and wealth net of home equity (W-H)

Coefficients of variation Gini indexes Variance of the logs

Eamnings  Income  Wealth W-H Earnings  Income  Wealth W-H Earnings  Income  Wealth W-H
1989 4.47 4.61 5.51 7.23 61 .55 .79 .87 1.42 1.08 4.29 4.59
1992 419 3.84 6.1 7.95 63 .57 79 .86 1.36 1.20 3.91 4.34
1995 3.53 4.63 6.28 7.86 .62 .55 .79 .86 1.25 1.28 3.49 3.79
1998 2.86 3.56 6.47 7.93 61 .55 .80 .86 1.20 1.21 4.02 4.36
2001 2.88 3.63 5.25 6.32 62 .57 81 .86 1.29 111 4.19 4.49
2004 3.00 3N 5.68 7.18 62 54 81 .87 127 1.01 4.38 4.87
2007 3.60 4.32 6.01 7.59 64 57 82 .88 1.29 0.99 4.39 477
2010 3.26 3.45 6.35 7.70 .65 .55 .85 .89 1.41 0.92 4.65 5.03
2013 3.69 419 6.81 8.18 67 .58 .85 .90 1.50 0.99 4.80 5.14

parts of the distribution where most households are, typically the middle of the distribution.
The coefficient of variation and the variance of logarithms both show decreasing inequal-

ity. The coefficient of variation emphasizes the tails of the distribution, and the variance of
logarithms puts most weight on the lower tail. The falling trend of the coefficient of variation
and the variance of logs uncovers a trend toward less inequality at the bottom of the distribu-
tion, or put differently, that the bottom of the distribution moved closer to the middle. We have
already seen this trend in Table 24. From this point of view, income inequality, unlike earnings
inequality, actually decreased.

The trend for wealth inequality is again unambiguous. All inequality statistics point toward
more inequality over time. Wealth net of home equity is the most unequal variable. Its trend
closely follows the trends of wealth inequality.

Finally, Table 26 shows different measures of skewness that are closely related to our dis-
cussion of the growth performance in different parts of the distribution. The mean-to-median
ratios show a large monotonic increase over the period for all variables, in line with what we
have seen in Table 24 and Figure 11. The 50-30 ratio for earnings and income has decreased
(earnings displayed an increase between 2007 and 2013 but stayed below its 1989 level),
whereas for wealth there is no clear trend. The 90-50 ratio increased in line with an outperfor-
mance of the upper part of the distribution relative to the median.

Trends in the Joint Distribution

To study the evolution of joint distribution, Figure 12 displays the correlations between earn-
ings, income, and wealth in each survey year. Although the correlation between earnings

and income oscillates a bit at a very high level, the correlation of wealth with the other two
variables shows a strong increase, in particular during the nineties. During the nineties, the
correlation stabilized at almost twice the initial level. If we look further into the tail of the
income distribution, we find the same pattern emerging.
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Table 26
Changes with respect to the medians in earnings, income, wealth, and wealth net of home equity (w-H)

Mean-to-median ratios 50-30 ratios 90-50 ratios

Earnings Income  Wealth W-H Eamnings Income  Wealth W-H Eamnings Income  Wealth W-H

1989 1.51 1.62 4.02 8.66 3.94 1.79 4.52 5.44 3.12 2.96 7.82 15.82
1992 1.61 1.71 3.76 8.41 3.58 1.79 3.85 4.33 3.39 3.06 7.20 14.33
1995 1.58 1.58 3.68 7.43 3.69 1.75 3.54 3.52 3.20 2.83 6.58 12.34
1998 1.57 1.62 3.95 7.66 2.80 1.71 4.02 4.54 3.18 2.88 6.88 12.59
2001 1.68 1.77 4.58 8.31 2.46 1.68 3.75 4.42 3.30 3.05 8.59 14.66
2004 1.66 1.64 4.82 9.77 2.75 1.68 3.98 5.16 3.48 3.01 8.97 17.43
2007 1.72 177 4.60 10.39 2.77 1.67 4.56 4.76 3.4 3.00 7.54 15.59
2010 1.85 1.70 6.42 13.18 3.30 1.64 5.24 411 3.79 3.10 12.37 23.33
2013 1.96 1.85 6.49 1417 3.21 1.64 5.50 3.79 4.15 3.33 11.56 23.02

0.2 —

[e=}

| | | | |
1990 1995 2000 2005 2010

Figure 12. Correlation between earnings, income, and
wealth. Blue squares show the correlation between earnings and
income, red dots the correlation between wealth and income, and
green diamonds the correlation between wealth and earnings.

Focus on the Great Recession

Between 2007 and 2013, mean earnings dropped by 11 percent, mean income dropped by 8
percent, and mean wealth dropped by 16 percent. The drop in wealth resulted almost equally
from drops in home equity and nonhousing wealth (51 percent of the drop in wealth is ac-
counted for by the drop in nonhousing wealth; nonhousing wealth dropped by 11 percent
between 2007 and 2013). Heterogeneity is evident in how households in different parts of
the distributions fared. Median earnings, income, and wealth all plummeted below their 1989
levels by 2013. Relative to 2007, median earnings decreased by 22 percent, income by 12
percent, and wealth by 40 percent. For households at the 90th percentile, the effects are much
less severe. These households lost only 5 percent in earnings, 3 percent in income, and 8 per-
cent in wealth. This put them in a situation similar to 2001. Households at the 30th percentile
have lost 33 percent in earnings, 11 percent in income, and 50 percent in wealth. Thanks to
their outperformance in growth until 2007, their earnings and income level dropped back to
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the level of the mid-1990s. Their wealth, however, is below its 1989 level.

Transfers have gained in importance during the crisis. In 2007, 10.3 percent of income came
from transfers. By 2010, this number had risen to 13.5 percent; by 2013, it had risen even
further to 14.3 percent. In 2013, transfers are the second most important income source, after
labor income. By contrast, in 1989 transfer income made up a smaller fraction of income than
capital and business income. This was still true during the 2000s. In 2007, capital income and
transfer income were equally important, but business income was still more important. This
trend is partly driven by an aging population but also by larger transfer shares of all age groups.

Between 2007 and 2013, the Gini coefficients of earnings, income, and wealth all in-
creased. In 2013, all three Gini coefficients were at their all-time highs of the sample period.
By contrast, the coefficient of variation for earnings and income stayed roughly constant. It
increased sizably, however, for wealth and nonhousing wealth.

Other Dimensions of Inequality

Some characteristics of households that are closely related to earnings, income, and wealth
are age, education, employment status, and marital status, and the SCF collects this informa-
tion. We sort the population according to those four criteria and report for each of the groups
their average earnings, income, and wealth; their Gini indexes; the average shares of their
income source; the relative group size; and the average number of people per household.

Our main finding is that although there are systematic implications of these features for
earnings, income, and wealth (hump-shaped age-earnings and age-income profiles, better
performance of the self-employed, the educated, and the married), the amount of inequality
within groups is almost as large as that for society as a whole.

Ageand Inequality

Some of the differences in earnings, income, and wealth across households can be safely attrib-
uted to the differences in people’s ages—so much so that a large literature in economics organiz-
es its models around the households’ life cycle. We organize the cross-sectional data of the 2013
SCF into 10 cohorts according to the age of the household head, compute the relevant statistics
for each cohort, report these statistics in Table 27, and display most of them in Figure 13.
Although Table 27 shows the average variables in dollars, Figure 13(a) displays them
normalized by their corresponding sample averages. Earnings and income display the typical
hump shape conventionally attributed to the life cycle. Average cohort earnings are monotoni-
cally increasing in the age of household heads until age 50, and they start to decline thereafter.
Not surprisingly, average earnings of households with a head over age 65 drop to only about
one-third of the sample average because of retirement. Average income peaks at age 51-55
and decreases thereafter. It drops about one-third for the group over age 65, and the dip really
starts only around age 60. In contrast, average cohort wealth increases over the life cycle, and
it peaks in the 61-65 cohort, a full 10 years after both earnings and income. The group over
age 65 is still significantly wealthy: it owns about 50 percent more wealth than the sample
average, and it is wealthier than any of the cohorts age 60 and under. This finding is due in

PAGE 4() APRIL2016



Table 27

2013 Update on U.S. Earnings, Income, and Wealth Distributional Facts

Age partition of the 2013 sample

Kuhn and Rios-Rull

Averages Income sources (%) Gini indexes Coefficient of variation
Age E Y w L9 K® Bf 79 on E? yP we £ yb We | H(%)' | Size
<25 224 263 267 | 84.0 04 15 43 9.9 .52 41 131 1.1 0.9 131 6.2 | 240
26-30 450 490 673 | 878 04 4.6 41 3.1 A4 39 1.03 0.9 0.8 6.2 74 | 272
31-35 66.3 713 1325 | 86.8 2.0 6.9 2.6 17 45 42 0.88 11 1.1 48 8.8 | 3.23
36-40 86.4 957 2891 | 81.0 29 105 2.9 2.7 .56 53 0.86 3.0 35 10.2 8.4 | 3.59
41-45 1002 109.1 4323 | 733 25 208 2.2 1.1 .57 56 0.87 2.7 29 5.2 9.1 | 3.31
46-50 857 999 4741 | 748 6.6 124 41 2.1 .54 53 083 19 24 6.8 9.5 | 299
51-55 972 1126 6655 | 74.0 51 139 55 1.6 .63 .60 0.83 43 4.2 8.1 | 101 | 2.63
56-60 84.0 108.0 7446 | 642 93 154 9.0 2.2 .63 .60 0.80 35 49 4.6 9.8 | 222
61-65 655 1080 8921 | 475 157 149 186 33 71 61 082 41 53 5.0 8.8 | 210
66+ 230 728 8313 | 211 164 118 486 2.2 91 61 079 7.7 47 55 22 | 177
Total 639 864 5282 | 625 80 130 143 2.3 67 .58 85 3.7 4.2 6.8 100 | 2.58

Notes: # Earnings; ®income; ©wealth; ¢labor; & capital; 'business; 9transfers; "other; 'percentage of households of each type; 'average number of persons per
primary economic unit.
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Figure 13. Age and inequality. Panel (a): average earnings, income, and wealth; panel (b): Gini indexes; panel (c): coefficients of

variation; panel (d): sources of income.
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part to several characteristics: the age range of this group is quite large (life does not end at
70), there is selection, that is, the rich tend to live longer (Pijoan-Mas and Rios-Rull 2014), and
there are concerns about possible bequests and end-of-life expenditures (De Nardi, French, and
Jones 2010 and Ameriks et al. 2015). In fact, the SCF has information about both bequeathing
expectations and medical expenditures that seems to confirm the importance of these concerns.
The 2013 survey includes a question about whether respondents “expect to leave a sizeable es-
tate to others.” The fraction that said yes decreases with age: less than one-third of households
age 35 and younger answered no, and roughly 40 percent answered yes. Among households age
65 and older, more than 55 percent answered no and only about 25 percent answered yes. Over
the life cycle, we find that there is a monotonic decrease of this expectation.?’ The SCF also
asks households about any foreseeable major expenses in the next 5 to 10 years. In the group of
households age 65 and older, 25 percent expect major expenses for health care.

Substantial inequality is evident within cohorts. The Gini indexes of earnings and income
are moderately increasing with age (that of earnings increases significantly toward the end
of the life cycle, mostly because of dispersion in the age of retirement). In contrast, the Gini
index of wealth is largest among the young: its highest value corresponds to the under-25 co-
hort. It decreases slightly until its lowest value for the cohort age 65 and over. Because many
households hold negative wealth when young, the Gini index even exceeds 1 for households
with a household head age 30 and younger. The coefficients of variation also display large
inequality within groups, with those of earnings and income increasing and that of wealth
showing a slight downward trend. Income sources by age are roughly monotonic. The share
of labor income decreases, whereas those of capital, business, and, not surprisingly, transfers
increase with age. The share of business income remains substantial even after age 65, sug-
gesting that business owners either retire a bit later than workers or are able to maintain their
business income despite having retired.

Education and Inequality

We organize educational attainment in five education groups and call this the education
partition. We assign the household the educational attainment of its head. The five education
groups are Dropouts for persons who did not have a high school degree even if they never
attended, High school for those persons who report as their highest degree a high school
degree, Some college for persons who have more than 13 years of education, College for those
persons who hold a college degree, and Postgraduate for persons who hold a graduate degree
starting with a master’s degree.

As shown in Table 28, there is a close association between education and the economic per-
formance of households. Postgraduates earn 73 percent more than college graduates, who in
turn earn 140 percent more than high school graduates. Dropouts earn 12 percent of postgrad-
uate households and 21 percent of college households. The differences in wealth holdings are
even larger: postgraduate households hold 2.3 times as much wealth as college households,
who own 3.6 times as much wealth as high school households, and postgraduates and college
households hold 15 times and 6.6 times more wealth, respectively, than dropouts. The differ-
ences in income among the education groups, although still large, are somewhat smaller than
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the differences in either earnings or wealth, partly because of the equalizing effect of transfers,
which are much larger for dropouts. The average postgraduate household is rich; average
earnings, income, and wealth are above the 90th percentile of the respective distribution. This
finding is also reflected in Tables 6, 7, and 8, where postgraduates are always overrepresented
among rich households.

Table 28
Education partition of the 2013 sample

Averages Income sources (%) Gini indexes Coefficient of variation
Education E Y w L9 K B 29 o" E? yb we = yb WeC| H(%)' | Size’
Dropouts 185 29.8 107.7 58 15 46 337 23 | 068 040 080 [189 128 11.75| 11.0 | 2.81
High school  36.4  50.5 199.7 | 65.3 2.5 77227 18 | 060 043 079 | 167 183 669| 313 |257
Some college 440  60.9 318.1 62.8 33 106 189 43 | 061 049 086 | 211 221 6.86| 18.9 | 248

College 881 1148 7149 | 63.8 99 145 9.4 23| 060 055 082 |305 426 623 263 |253
Postgraduate 152.0 205.1 1647.6 | 59.4 121 165 102 17| 063 058 077 | 333 335 416| 125 | 263
Total 639 864 5282 | 625 80 130 143 23| 067 058 085 |369 419 6.81| 100.0 | 2.58

Notes: @ Earnings; ®income; ¢ wealth; ¢labor; ¢ capital; "business; 9transfers; "other; 'percentage number of households per group; average number of persons
per primary economic unit.

Some of the differences across households can be accounted for by their composition. Table
29 partitions the sample of married households by educational attainment of head and spouse.
A strong sorting pattern is evident, with most mass concentrated along the main diagonal.
This sorting pattern reinforces earnings and income inequality among households. Another
perspective is found in Table 30, which shows household income by education of head and
spouse. Household income increases with the educational attainment of both spouses.

In the second block of Table 28, we report the income sources of the education groups.
Labor is the main source of income for all five education groups. Capital income is low for
dropouts and high school graduates, slightly higher for households with some college, and
significantly higher for households with college and postgraduate degrees. Postgraduates
and college graduates are the most enterprising of the five groups, as measured by their share
of business income and the fact that the share of business income increases with education.
Transfers are decreasing in education.

The third and fourth blocks of Table 28 report the Gini indexes and coefficients of varia-
tion of the education groups. Inequality within education groups is smaller than for society
at large, especially when measured by the coefficient of variation that weighs the upper tail
more. The table ends with information about the size of each education group and the average
number of household members. Family size has a U-shape.

Employment Status and Inequality

Table 31 partitions the 2013 SCF sample according to the employment status of the head:
worker, self-employed, retired, nonworker (NW), and disabled nonworker. The differences
across these groups are substantial. The self-employed, which are only 10 percent of the
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Table 29
Education of spouses by education of household head

Spousal education (%)

High Some Fraction of
Dropout school college College Postgraduate | households (%)
Dropout 45.9 34.7 10.7 6.9 18 10.3
High school 94 50.0 15.9 20.8 4.0 312
Some college 3.9 28.4 33.5 27.0 7.2 16.1
College 1.1 15.8 15.0 50.2 18.0 26.9
Postgraduate 0.6 8.7 101 40.1 40.5 15.4

Notes: Rows show the education of the head and columns the education of the spouse. The column sum shows
the distribution across married heads of households.

Table 30
Income by education of head and spouse in 2013 (thousands of dollars)

Education of spouse

Education

of head Dropout High school Some college College Postgraduate
Dropout 30.8 394 51.6 59.8 81.6
High school 371 57.7 67.5 91.7 107.5
Some college 454 79.7 739 110.1 149.3
College 82.2 102.8 119.2 168.8 202.5
Postgraduate 37.2 185.3 165.7 255.7 283.1

Notes. Total income for married households according to educational attainment of head and spouse.
Rows show the education of the head and columns the education of the spouse.

sample, have almost twice the earnings and seven times the wealth of workers, who are the
vast majority of households (57 percent). The earnings of workers are about 25 percent higher
than the sample average, but their wealth is about 60 percent that of the average household.
Although this partition of the population refers to income sources, the existence of multiple
persons in the household adds some further variety. The earnings of disabled nonworker
households (about 6 percent of the sample) are quite low; their income is almost three times
higher but is still much lower than that of any other group, as is their wealth. Inequality is, in
most instances, as large as inequality is overall. The high coefficient of variation of wealth

for nonworkers stands out, suggesting that although their average wealth is modest, there are
some wealth-rich among the groups of nonworkers.

Marital Status and Inequality

Table 32 sorts the 2013 SCF sample according to the marital status of the household heads,
distinguishing singles by sex and the existence of dependents. Because of their nontrivial size,
we look at retired widows separately.”!
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Table 31
Employment partition of the 2013 sample

Averages Income sources (%) Gini indexes Coefficient of variation
Occupation E Y w L4 ke B 79 o"| F? yeooowe F2Y> W | H(%)|Size!
Worker 783 871 3145|869 31 33 51 16 | 51 49 82 | 25 27 53| 569 |2.82
Self-employed 1461 2084 21210 | 317 176 433 62 11 | .71 70 81 | 38 44 46| 97 |279
Retired 133 586 6134|178 143 55 586 37 | 92 54 76 | 62 49 47| 208 (184
Nonworker (NW) 196 355 1317|515 23 41 316 105 | .78 51 95 | 21 14 58| 126 | 251
Disabled NW 93 265 1042 | 333 7 22 581 57 | 8 44 9% | 26 11 83| 56| 21
Tt 639 864 582|625 80 13 143 23 | 67 58 85 | 37 42 681000 258

Notes: @ Earnings; ®income; ®wealth; ¢labor; ¢ capital; "business; 9transfers; "other; ' percentage number of households per group; Javerage number of persons
per primary economic unit.

Table 32
Marital status partition of the 2013 sample

Averages Income sources (%) Gini indexes Coefficient of variation

Marital status E Y w Ld K® Bf 79 o" E? yb we £ yb We | H(%)" |Size
Married 909 1191 7519 |643 88 135 116 18 | 60 54 82 |32 38 58 572|319
Single 279 428 2298 |555 52 111 243 39 | 70 51 87 |47 41 94 | 428 |1.76
Single w/dependents 26.8 386 1315 |58.6 39 122 198 55 | 64 48 92 |27 26 71 |175]286
Male 370 47.7 2050 |53.1 34 277 128 31 71 59 9 33 31 72 | 46 |258
Female 231 3563 1055 |612 42 48 232 66 | 60 43 92 |18 22 6.0 |129 |296
Single w/o dependents 28.8 457 2978 |53.8 59 104 269 30 | 73 52 84 |56 47 91 |253 1

Male 395 560 3712 |580 68 142 192 18 | 72 57 89 |61 58 109 | 106
Female w/o 210 382 2448 |493 50 64 351 42 | 73 46 78 |22 16 38 |147 1
Retired widows 12 268 2655 | 1.5 71 32 864 1.8 |1.01 38 66 (194 16 21 3.8 1
Total 639 86.4 5282 |625 80 130 143 23 67 58 85 |37 42 6.8 (1000 |258

Notes: @ Earnings; ®income; ®wealth; ¢labor; & capital; ‘business; 9transfers; " other; 'percentage number of households per group; ! average number of persons
per primary economic unit.

Married households are naturally larger than single ones. For this reason, Table 33 reports
earnings, income, and wealth per adult equivalent using the OECD equivalence scales. The
differences across households in Table 32 have been reduced, yet they are still very large:
married households have 80 percent higher earnings and wealth and 60 percent higher income
than single households. Transfers are higher for singles, and there is still a large amount of
within-group inequality.

Long-Run Trends in Inequality: Changes between 1989 and 2013

We now explore how the various groups in these four partitions of the population have
fared since the 1989 SCF.
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Table 33
Marital status partition of the 2013 sample normalized by size using OECD equivalence scales

Earnings Income Wealth
Married 404 55.1 369.2
Single 22.8 35.2 205.2
Single with dependents 141 20.1 .7
Male single with dependents 20.6 26.5 117.5
Female single with dependents 11.8 17.8 55.4
Single without dependents 28.8 456 297.4
Male single without dependents 395 55.9 370.6
Female single without dependents 21.0 38.2 2445
Retired female widows 1.2 26.8 265.5
Total 329 46.5 298.9

Age and Inequality

Table 34 shows the differences in the growth rates of earnings, income, and wealth between
each age group and that of a counterfactual population with a constant age structure. With
the exception of a little blip for households with heads in their forties, the message is clear:
the winners are the old, and the losers are the young. Because of increases in life expectancy,
some of these changes can be attributed to delays in starting and ending the work cycle, but
the asymmetry is still quite large, and this is particularly true for wealth. Two possible expla-
nations are the increase in student loans, which has reduced the wealth of the educated young
(more on this later), and asset appreciation.

Within age groups, wealth inequality increased as measured by either the Gini index or
the coefficient of variation (see Table B1 in Appendix B). The increase is most pronounced
for younger households and decreases with age. The picture for earnings and income is
mixed: there is an overall increase for the Gini index but a decrease for the coefficient of
variation. A bit of demographic change is evident: household heads are increasingly older.

Table 34
Age partition growth performance

1989-2013
Earnings (%)  Income (%)  Wealth (%)
<25 —26.8 —29.4 -80.3
26-30 -11.6 -11.4 -63.2
31-35 -10.5 7.4 -27.8
36-40 -11.2 -7.8 -17.7
41-45 7.3 5.6 -16.3
46-50 -11.1 —23.2 —-40.6
51-55 14 3.9 7.4
56-60 18.0 41 16.3
61-65 299 33.2 7.7
66+ 337 15.0 32.4
Total 2.1 47 18.2

Notes: Growth rate difference relative to the counterfactual average
growth rate (computed by fixing the age distribution at its 1989 level
and only changing the means of the age groups. The row labeled “Total”
reports the growth effect from the composition change.
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Education and Inequality

Among education groups, postgraduates are the clear winners, followed by college gradu-
ates (see Table 35). The worst performers with respect to earnings are the group with some
college and the high school graduates, who both fared worse than the dropouts. With respect
to wealth, the dropouts fared terribly. Although this news is devastating from the perspective
of equality, the increase in overall education is the only source of good news: the share of
postgraduates grew by almost 50 percent, and that of dropouts almost halved (see Table B2 in
Appendix B).

Table 35
Education partition growth performance

1989-2013
Earnings (%) Income (%)  Wealth (%)
Dropouts -7.0 -10.9 -50.7
High school -10.9 -4.3 -24.2
Some college -20.7 -15.0 -27.9
College 6.4 -1.6 9.7
Postgraduate 26.0 28.5 48.1
Total 19.0 18.0 32.0

Notes: Growth rate difference relative to counterfactual average growth
rate. The counterfactual average growth rate is computed by fixing the
distribution across education groups to 1989 and only changing the
means of the education groups. The row labeled “Total” reports the
growth effect from the composition change.

We want to dig a little deeper into the mechanisms behind these changes. We look at three
potential determinants of the inequality that has increased across education groups: household
size, wages, and hours worked.

Household size. To see the effect of household composition on changes in the earnings and
wealth of households by education, we report in Table 36 the evolution of household sizes us-
ing the OECD equivalence scales. The changes over time are small. All groups except that of
dropouts have become smaller, but the differences are not large.

Wages and hours worked. Table 37 extracts the household head’s labor income and decom-
poses it into wages and hours worked.*?

We construct wages for each education group and year as the ratio of average labor
income to average hours worked in each group. Both hours worked and wages increase with
education. A decrease in hours worked has taken place for all groups over time. This decrease
is slightly higher for the lower-educated group. Still, the overwhelming change is in the rela-
tive wages of the various groups: postgraduates have gone from earning three times what
dropouts earn to five times what they earn. Relative to high schoolers, the change has gone
from two times to three times what they earn. Moreover, only college and postgraduates have
seen a wage increase; the other groups have not. Clearly, the most change is in wages.
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Table 36
Household size using 0ECD equivalence scales

1989 1992 1995 1998 2001 2004 2007 2010 2013

Dropouts 2.05 1.92 1.95 1.98 1.94 1.99 207 211 2.1
High school 2.03 2.01 2.01 2.00 1.99 1.96 2.00 196 1.97
Some college 2.04 1.96 1.94 1.98 1.93 1.96 190  1.99 1.92
College 210 197 1.94 1.94 1.99 1.94 199  1.95 1.94

Postgraduates 2.07 2.05 1.96 197 2.02 1.97 1.93 2.02 2.00

Table 37
Wages and hours by education

1989 1992 1995 1998 2001 2004 2007 2010 2013

Head’s labor income from main job

Dropout 24.6 20.1 22.6 29.0 24.6 25.1 23.6 29.4 20.8
High school 36.6 29.9 38.2 38.5 37.4 33.6 376  33.0 32.5
Some college 447 416 421 51.0 43.9 43.5 480  39.8 38.4
College 70.5 59.3 61.8 64.5 715 2.7 802 714 69.2

Postgraduate 82.2 80.2 951 1009 1144 1186 1234 1312 1182

Head’s wage on main job

Dropout 1.7 10.2 11.1 13.9 121 12.2 1.3 14.8 10.4
High school 16.1 13.3 17.0 17.8 17.0 15.4 17.0 15.6 15.4
Some college 191 18.7 18.7 22.2 20.1 20.4 215 19.0 18.5
College 30.8 25.5 26.3 28.1 313 33.1 348 326 314

Postgraduate 35.5 34.6 40.0 426 49.0 52.9 53.0 57.3 52.4

Head'’s hours on main job

Dropout 2115 1980 2034 2077 2027 2061 2089 1992 1992
High school 2281 2252 2246 2168 2195 2191 2210 2115 2109
Some college 2347 2219 2247 2302 2187 2131 2225 2093 2077
College 2286 2327 2348 2295 2284 2196 2301 2189 2208

Postgraduate 2311 2318 2380 2370 2333 2242 2326 2289 2254

Notes: Labor income, wages, and hours for household head from main job for different educational attainment. We
exclude households with zero hours worked. We compute wages as average labor income divided by average hours to
reduce the effect of outliers on average wages.

Figure 14 provides a visual description of these changes. Panel (a) poses relative wages,
panel (b) absolute wages. The figures speak for themselves.

Employment and Inequality

Table 38 shows the employment partition. Over time, workers did below average in all vari-
ables, and the self-employed did above average. Nonworkers did very well in the slightly oxy-
moronic category of earnings (which actually refers to the earnings of other household mem-
bers, or it can be a result of the household head not working at the time of the interview), but
they did badly on wealth. The other group that did badly was that of disabled workers, who
performed below average in both income and wealth. In absolute terms, all groups gained.
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Figure 14. Wages by education group. Panel (a): wage index for education groups. Data are from Table 37 with all wages
normalized to 100 in 1989. Panel (b): wage levels in 2013 dollars.

Table 38
Employment partition growth performance

1989-2013
Earnings (%) Income (%)  Wealth (%)
Workers -4.1 -4.0 —6.1
Self-employed 7.2 7.4 18.7
Retired -1.1 -2.4 -16.9
Nonworkers 41.0 191 -29.9
Disabled nonworkers -21.9 7.6 -43.2
Total =37 -2.3 -3.6

Notes: Growth rate difference relative to counterfactual average growth rate.
The counterfactual average growth rate is computed by fixing the distribution
across the four major employment groups to 1989 and only changing the means
of the employment groups. The row labeled “Total” reports the growth effect
from the composition change.

Marital status and Inequality

Married households are the unambiguous winners within the marital status partition (see Table
39). All other groups did below average in all categories (except single males in wealth). The
big losers are the singles with dependents, especially males. Females without dependents did
above average in terms of earnings, showing the overall improvement of women over this
period. That retired widows did so much worse with respect to earnings says more about the
age composition of this group (today they are older) than about actual earnings, as we can see
from the differential performance of the group’s earnings and income.
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Table 39
Marital status partition growth performance

1989-2013
Earnings (%)  Income (%)  Wealth (%)

Married 5.1 7.5 3.3
Single -18.7 -21.9 -13.5
Single with dependents -29.0 -25.2 -52.4
Male -37.8 -33.0 -75.8
Female -25.8 -22.7 -34.9
Single without dependents -10.1 —-20.1 3.9
Male -19.5 -28.8 16.5
Female -1.0 -12.6 -9.8
Retired widows (female) —74.6 -21.4 -41.2
Total -1.2 -11 -1.6

Notes: Growth rate difference relative to counterfactual average growth rate.
The counterfactual average growth rate is computed by fixing the distribution
across married and single households to 1989 and only changing the means
of married and single households. The row labeled “Total” reports the growth
effect from the composition change.

The Effects of the Great Recession: Changes between 2007 and 2013

How did the subgroups of the various partitions fare over the Great Recession? In Appendix B,
we include the data for each partition for the SCF from 2007, 2010, and 2013, but here we simply
look at a summary of the relative performance of each group. We abstract from the possible issues
of misalignment of the aggregates in 2013 between the SCF and the other measures of income.

Age and Inequality

Between 2007 and 2010, relative earnings growth was highest for those between 40 and 50,
and lowest for the youngest and for those in their fifties (see Table 40). Interestingly, the group
over 65 also increased their earnings more than the average, indicating the increase in average
retirement age. With respect to wealth, we see the same picture: the young did much worse
than the middle age, with the old in between. We see that the relative effects on earnings have
been similar at the onset of the crisis (2007-2010) and during the small recovery (2010-2013).
With respect to wealth, the picture is less sharp: the young did much worse than the old in the
first phase, and they did better in the second phase.

Education and Inequality

Changes in earnings and income between 2007 and 2010 are U-shaped over education groups
(see Table 41). Dropouts and postgraduates did better in earnings than high schoolers and
those with some or full college. The opposite happened in the last period, but overall there is
a further improvement of the most educated over the least educated. The picture is similar, if
less sharp, for income. With respect to wealth, again the most educated did best.
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Table 40
Age partition growth performance

2007-2010 2010-2013 2007-2013
Age Earnings (%) Income (%) Wealth (%)  Earnings (%) Income (%) Wealth (%) Earnings (%) Income (%) Wealth (%)
<25 -9.2 1.1 -33.2 -6.2 -10.9 10.7 -14.3 -8.7 -27.2
26-30 -9.6 -32 —44.6 -6.2 -10.2 325 -14.6 -12.0 -31.2
31-35 0.6 4.2 -13.1 -36 -7.0 10.8 -29 -2.3 -54
36-40 -5.6 -2.3 —241 19.1 15.3 59.1 11.2 11.0 1141
41-45 8.2 71 -9.8 15.6 10.4 339 238 17.3 149
46-50 4.0 4.3 10.8 -11.1 -9.4 -21.8 -7 —4.4 -9.9
51-55 5.1 =37 -10.3 0.9 52 5.0 -43 -8.3 -6.5
56-60 5.7 5.8 59 74 -6.2 -16.8 -12.2 -11.2 -9.3
61-65 9.9 1.0 5.7 -13.8 =27 -11.3 -4.6 -14 -45
66+ 8.5 -1.4 5.8 8.4 11.3 6.1 16.7 8.5 109
Total -0.5 0.3 2.2 -1.7 -0.3 2.2 -2.1 0.1 39

Notes: Growth rate difference relative to counterfactual average growth rate. The counterfactual average growth rate is always computed
by fixing the distribution across age groups in the initial period (2007 or 2010) and only changing the means of the age groups. The row
labeled “Total” reports the growth effect from the composition change.

Employment Status and Inequality

We should not expect many changes with regard to employment status, because the Great
Recession is mostly about having fewer workers and more nonworkers. Yet, we see that the
status of workers declined somewhat in the first subperiod and recovered in the second—the
opposite of what happened to the self-employed (see Table 42). Over the whole period, the
retired did worse than the average, and nonworkers did better.

Table 41
Education partition growth performance

2007-2010 2010-2013 2007-2013
Earnings (%) Income (%)  Wealth (%) Earnings (%) Income (%) Wealth (%)  Earnings (%) Income (%)  Wealth (%)
Dropouts 16.0 15.4 -8.7 -18.7 —-18.1 -54 -4.7 -29 -12.2
High school ~ —4.2 29 -0.6 1.9 -2.8 -10.1 -19 0.8 -8.7
Some college  —4.2 -5.4 -11.8 5.1 -3.3 12.8 -8.0 -7.8 =21
College -5.2 —-4.4 -6.9 8.9 10.5 72 3.0 4.6 -1.0
Postgraduate 9.5 34 12,5 6.1 -4.8 -5.6 3.1 -0.7 6.9
Total 19 17 2.2 24 24 34 4.3 4.2 5.2

Notes: Growth rate difference relative to counterfactual average growth rate. The counterfactual average growth rate is computed by fixing
the distribution across education groups to the initial period (2007 or 2010) and only changing the means of the education groups. The row
labeled “Total” reports the growth effect from the composition change.
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Table 42
Employment partition growth performance

2007-2010 2010-2013 2007-2013
Earnings (%) Income (%) Wealth (%) Earnings (%) Income (%) Wealth (%) Earnings (%) Income (%) Wealth (%)

Workers 4.6 7.0 24 -5.0 -99 5.7 0.1 -15 —6.8
Self-employed -10.4 -15.0 0.8 14.6 26.7 10.7 2.3 47 10.2
Retired -29.5 -9.0 0.6 14.2 43 -85 -19.8 -5.5 6.1
Nonworkers 16.1 131 14.0 -34 -15 -121 12.7 12.9 33

Disabled nonworkers 9.9 1.2 2.9 -8.3 —7.4 42 1.6 5.0 7.0
Total -13 -05 17 -3.5 -3.0 -4.8 -4 -2.6 -1.9

Notes: Growth rate difference relative to counterfactual average growth rate. The counterfactual average growth rate is computed by fixing
the distribution across the four major employment groups to the initial period (2007 or 2010) and only changing the means of the employ-
ment groups. The row labeled “Total” reports the growth effect from the composition change.

Table 43
Marital status partition growth performance

2007-2010 2010-2013 2007-2013
Earnings (%) Income (%) Wealth (%) Earnings (%) Income (%) Wealth (%) Earnings (%) Income (%) Wealth (%)

Married 0.3 -0.9 15 0.6 1.8 0.8 0.8 0.6 2.2
Single -0.7 4.0 -6.0 -2.6 -6.2 -34 =31 -17 -8.7
Single w/dependents  —7.1 0.8 -6.1 -54 -7.9 -14.5 -11.5 —6.4 -17.6
Male 1.0 25 -34 —6.8 -8.7 35 -55 -55 -0.6
Female -10.8 0.0 -7.4 -5.6 -8.1 -23.8 —-15.1 -7.3 -26.0
Single w/o dependents 3.9 5.7 -6.7 0.1 -5.0 1.3 3.9 11 -5.8
Male —6.2 -33 -111 55 -15 14.2 -12 -4.8 -0.6
Female 12.6 129 -4.0 -4.3 -7.3 -9.2 7.6 59 -11.5
Retired widows (female) —0.7 191 6.2 -45 -14.4 -26.9 -49 41 -18.4
Total -0.6 -0.5 -0.6 -0.9 -09 -09 -15 -14 -1.4

Notes: Growth rate difference relative to counterfactual average growth rate. The counterfactual average growth rate is computed by fixing
the distribution across married and single households to the initial distribution (2007 or 2010) and only changing the means of married and
single households. The row labeled “Total” reports the growth effect from the composition change.

Matrital Status and Inequality

Across marital status, no clear patterns are evident (see Table 43). The married, the largest group
by far, fared about average for all variables. Among the singles, females without dependents
did the best in earnings but not in wealth. Females with dependents did the worst.

The Richest

Recently, there has been a revived interest in the concentration of income and wealth. Piketty
(2014) provides an impressive and comprehensive overview of these facts for several coun-
tries over the last century. Based on SCF data, Tables 44 to 46 show the share of earnings,
income, and net worth that correspond to various cuts of the richest households.”® Because of
its particular sampling scheme, the SCF is very well suited for studying the right tail of the
distribution. See Bricker et al. (2015) for a thorough comparison of the SCF and administra-
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Table 44
Richest earnings households

Top (%) 1989 1992 1995 1998 2001 2004 2007 2010 2013

1.000 1387 1536 1673 1613 1833 1652 1866 18.03 18.83
0.500 10.06 1144 1177 1197 1329 1249 1374 12.8 1343
0.100 4.42 6.33 597 5.70 5.85 6.12 6.54 5.61 6.40
0.010 1.74 3.54 2.4 1.65 1.563 1.65 1.92 174 243
0.005 1.35 2.45 1.82 1.09 0.94 113 143 128 173
0.001 1.01 0.49 0.59 0.46 0.36 0.47 0.62 0.58 0.5

Table 45
Richest income households

Top (%) 1989 1992 1995 1998 2001 2004 2007 2010 2013

1.000 17.09 1859 1671 1739 2091 1694 2097 1720 19.68
0.500 13.35 1359 1289 1310 1699 1297 1587 1242 14.86
0.100 7.02 6.31 6.95 6.13 8.25 6.24 7.84 564 807
0.010 2.69 3.01 3.35 1.80 1.89 1.83 2.86 189 284
0.005 1.94 2.07 2.28 1.34 117 1.22 2.04 141 1.87
0.001 0.96 0.42 0.91 0.58 0.48 0.51 0.79 062 072

Table 46
Richest wealth households

Top (%) 1989 1992 1995 1998 2001 2004 2007 2010 2013

1.000 2992 30.04 3485 3387 3217 3323 3356 3407 3547
0.500 2251 2248 2730 2553 2327 2441 2477 2536 26.54
0.100 1049 1119 1311 1253 1047 1163 1235 1226 1317
0.010 3.88 3.92 3.97 4.16 3.23 3.57 3.90 416 438
0.005 2.72 2.81 2.63 2.86 2.09 2.36 2.61 293  3.04
0.001 0.73 1.04 0.95 1.16 0.71 0.80 0.85 1.02 120

tive tax data that emphasizes arguments in favor of using SCF data.

We now explore in detail the properties of the rich, the richest, and the superrich. We start
by slicing the right tail of the data into very thin groups in order to explore how much those
groups have (“Shares of the Rich and the Superrich”) and then go on to see in what dimen-
sions the very rich are different from the rest (“Characteristics of the Richest Households™).
We end with a discussion of the differences between how the rich show up in the SCF and in
tax data (“Difference in Income Concentration between SCF and Tax Data”).

Shares ofthe Rich and the Superrich

The 1 percent earnings-richest households receive roughly every seventh dollar earned in
1989, with an upward trend to almost every fifth dollar in 2013. Still, inequality even among
the earnings-richest 1 percent is substantial. The top half earn about two-thirds of earnings
going to the top 1 percent. The top 10 percent of the top 1 percent still get about one-third, and
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the top 1 percent of the top 1 percent get more than 10 percent of the earnings going to the top
1 percent. The SCF shows an increase in the share held by the richest. For the top 1 percent,
the share decreased from 14 to 19 percent in the span of the sample. The same holds true for
the shares of the top one per thousand and one per ten thousand. Excluding the share of the top
one hundred thousand, this is such a small group (even with the oversampling of the rich) that
we have to take these numbers with a grain of salt.

Income is somewhat more concentrated than earnings in the top 1 percent. Even within that
1 percent, income is also more concentrated than earnings. The passage of time has increased
the share going to the top groups in a systematic way. The increase is less acute than that for
earnings: the top 1 percent grab 2.5 percent more of total income instead of the 5 percent of
total earnings that now go to the top 1 percent. The increase occurs for most of the top cuts
except for the extreme top, above one in ten thousand, with the caveats mentioned before.

Tax data report income flows and as such cannot really address the question of wealth inequal-
ity.*2 The SCF does not face this limitation and allows us to study wealth concentration directly.

According to the SCF, the richest 1 percent have a much bigger share of wealth than of earn-
ings or income; more than one-third of total wealth is in their hands. Moreover, within the top 1
percent, wealth is also highly concentrated, as Table 46 shows. The top 1 percent share has been
constantly growing since 1989, going from less than 30 percent to more than 35 percent. An
increasing concentration of wealth occurs no matter how thin we cut the upper tail of the dis-
tribution. The share has always grown (although we should repeat the caveats about the slices
thinner than the top one in ten thousand). If we look at the share of wealth of the top 10 percent,
we see that it has also increased over time: from 67 percent in 1989 to 75 percent in 2013.

Characteristics of the Richest Households

Are the rich like the rest of us? The SCF can tell because it reports household characteristics
such as age, education, employment, and marital status. Table 47 shows how the population
at large and various notions of the rich distribute themselves among the main age, education,
employment, and marital status groups.

Clearly, the rich are not like the rest of us. The earnings-rich are mostly middle age, and
the income- and wealth-rich are older. As we move closer to the right tail of the distribu-
tion for the very rich, we see that they get older. The rich are much more educated than the
population at large.?® For instance, the top two education groups are less than 40 percent of
the population but 80 percent of the earnings-richest 10 percent. Among the superrich, the
top two education groups climb to 90 percent for income and earnings. Although there are
households with some college (i.e., less than a full degree among the rich), there are very few
that are high schoolers and almost none that are dropouts. The key employment occupation
of the very rich is self-employment, the more so as we move closer to the right tail of the
distribution for the very rich, which explains the large share of business wealth of the richest
households. These numbers suggest that entrepreneurial activity and effort to run a successful
business puts households at the top of the distribution. The families of the various rich groups
look very similar to each other. They are preponderantly married, and despite being older,
they have a similar number of children as the population at large.
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Table 47
Characteristics of the top earnings, income, and wealth households in 2013

<30 31-40 41-50 51-60 =61 \ DR HS SC €O PG \WKR SE RET  NW \ MAR  KIDS
All' households
135 172 186 199 307 \11.0 313 189 263 125 \56.9 97 208 12.6\ 572 57.0

Top 10 percent
Earnings 19 213 297 304 167 06 104 93 417 381 | 714 224 2.8 34| 918 396
Income 18 157 249 285 29.1 0.5 9.2 91 394 418 | 621 246 9.5 37 | 907 477
Wealth 0.4 60 165 289 482 0.9 92 129 374 396 |[41.0 315 250 25| 830 645

Top 1 percent
Earnings 0.5 91 311 340 254 0.0 2.8 56 384 532 |450 4838 5.9 02 | 846 383
Income 0.0 87 287 306 320 0.0 3.1 89 359 521 |405 49.0 102 02 | 840 453
Wealth 0.8 42 116 253 581 0.3 74 124 332 467 [ 174 595 200 31| 883 673

Top 0.1 percent
Earnings 0.0 92 197 465 246 0.1 4.0 42 323 593 | 294 664 4.2 00 | 956 514

Income 0.0 83 230 344 343 0.3 2.8 47 406 517 | 167 725 118 0.0 | 958 453
Wealth 0.0 45 135 269 551 05 1.4 78 402 501 1193 601 206 0.0 | 891 56.6

Notes: Age, education, employment, and family characteristics of households in the top of the earnings, income, and wealth distribution. The rows indicate the
considered distribution. The top panel of the table looks at the top 10 percent of each distribution, the middle panel at the top 1 percent, and the bottom panel
at the top 0.1 percent. The first five columns show the distribution across age groups, the next five columns show the distribution across education groups
(dropouts, high school, some college, college, postgraduate), the next four columns show occupation groups (workers, self-employed, retired, nonworkers), and
the last two columns show the share of married households and the share of households with children. We report percentage points of households for each
household characteristic.

Difference in Income Concentration between SCF and Tax Data

How well does the SCF income concentration compare with other sources? Figure 15 shows
the evolution of income concentration over time and compares it with the data reported in
Piketty (2014). The levels of the data series match very closely. The data in Piketty (2014),
however, seem to show an upward trend for income concentration. The income share of the
top 10 percent fluctuates around 45 percent in the SCF, but in the data of Piketty (2014) be-
tween 1989 and 2013, it increases from 40 percent to over 50 percent.

One reason that could explain the difference in income concentration is that the IRS tax
data sample is a sample of tax units and not households, and therefore constitutes a sample of
tax units that file taxes rather than a representative sample of U.S. households. The increased
importance of tax-exempt benefits might also account for the diverging trends. Bricker et al.
(2015) provide a thorough and detailed investigation of the differences between the SCF and
the IRS data. They conclude that the IRS data likely overstate the trends of income concentra-
tion at the top. We refer the interested reader to this paper.

To explore other possible reasons why the tax data and the SCF data show slightly differ-
ent trends in income concentration, we decompose the contribution of different subgroups to
the increase of the income share of the top 1 percent since 1988. The subgroups that we look
at are the bottom half, the next forty, the next nine, and the top 1 percent of the top 1 percent.

PAGE 55 APRIL 2016



2013 Update on U.S. Earnings, Income, and Wealth Distributional Facts

Kuhn and Rios-Rull

| | | | |
1990 1995 2000 2005 2010

Figure 15. Comparison of top income shares between 2013
SCF and data from Piketty (2014). Solid lines are from Piketty
(2014), dashed lines are from the SCF. Red: top 10 percent; blue:
top 1 percent; pink: top 0.1 percent. Data from Piketty (2014) are
from Table S8.2. Data that are in between survey years from the
SCF are linearly interpolated.

Table 48
Relative contribution to increase of income concentration in top 1 percent

Group 2000 (%) 2004 (%) 2007 (%) 2012 (%)
99-99.5 11.02 14.30 9.83 12.10
99.56-99.9 21.33 23.11 21.81 22.95
99.9-99.99 30.98 27.86 28.75 27.54
99.99-100 36.67 34.73 39.62 37.42

Table 48 shows the contribution of each group of households to the increase in the income of
the top 1 percent for selected years. As we can see, the contribution of the increase in income
is extremely concentrated at the very top, a group that amounts to about 16,000 tax units in
the United States (recall that there are 122 million households in 2013). The reason for the
different trends might therefore be that the SCF does not provide less accurate coverage of
these households. This is particularly possible if we note that the sampling scheme of the SCF
excludes the richest 400 U.S. households (the so-called Forbes 400) and some single house-
holds from the data if there is a risk of identification of individual records.

Decomposition of Inequality

Which of the components of wealth or income are the most important to determine overall
inequality? Lerman and Yitzhaki (1985) provide a highly intuitive approach in order to answer
this question. They propose using as the contribution of each component (say, of each type of
asset) of a variable (say, wealth) the product of three objects: the within-component inequality
(actually the component-specific Gini), the share of the component in the overall variable, and
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the correlation of the component with the overall variable. We use this technique to decom-
pose the sources of wealth and income inequality.

Wealth Inequality

Table 49 shows the contribution to the Gini coefficient of wealth for the 2013 SCF for each of
the household portfolio components listed in Figure 7. The key column in the list is labeled
“Contrib. Share” (/. / G) and is the percentage contribution of each asset class to the wealth
Gini coefficient G. We report the absolute contribution in the column labeled “Contrib. Level”
(Z,). Note that adding up this column (/) yields the overall Gini coefficient G. The absolute
contribution to the Gini (/,) is the product of the share of wealth of each component (Share S),
the Gini coefficient of that component (Coeff. G,), and the correlation of the component and
total wealth (Corr. R,). This formula tells us that components that are held very unequally but
are small overall can be of only minor importance in accounting for wealth inequality, even

if they are very unequally distributed. This applies, for example, to stocks. We decompose
wealth as before, according to the schematic portfolio in Figure 7.

In line with the large share of business wealth of the rich, the single most important asset
is business wealth, accounting for 23 percent of the wealth Gini. The second most impor-
tant asset class is houses (21 percent of the Gini). Houses are associated with mortgage debt
in many cases. If we consider the contribution of mortgage debt and home equity lines of
credit (HELOCs), we find that they account for a negative 5 percent of the Gini (in fact, debt
contributes negatively to the Gini coefficient).”” Taken together, houses and debt yield home
equity, which still accounts for 16 percent of the wealth Gini, an amount similar to retire-
ment accounts (17 percent of the wealth Gini). The contribution of financial investments such
as stocks, bonds, and mutual funds is 18 percent of the Gini, a little above their 16 percent
share of wealth. The fact that these financial investments are only a relatively small fraction
of households’ balance sheets also explains why they contribute relatively little to wealth
inequality despite their enormous component-specific Ginis.

The Gini coefficients within asset classes (G,) show that, except for houses (0.68) and
vehicles (0.54), all assets are highly unequally distributed, with Gini coefficients regularly
exceeding 0.95. Across asset classes, the correlation with overall wealth is positive (R)).

The reason why houses have relatively low correlation with wealth (0.56) might be be-
cause access to mortgages allows wealth-poor but earnings-rich households to own a high-
value house. This assumption is in line with the substantial negative correlation of mortgages
(—0.77), which implies that high-wealth households also hold bigger mortgages. Indeed, if
the correlation were —1, then mortgages would increase monotonically with wealth. Financial
investments such as stocks, bonds, and mutual funds, on the other hand, are probably rarely
bought using credit and therefore show a very large positive correlation with wealth.

Two lessons can be learned from this decomposition: the wealthy have a lot of debt, and the
importance of housing and business wealth may be the reason behind the low correlation of
wealth and capital income.

Often, high-wealth portfolios also contain a lot of debt, as can be seen from the negative
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Table 49
Sources of wealth inequality, 2013

Contrib.  Contrib.
Wealth component Share  Coeff. Corr. Conc. level share
Sk Gk Rk Ck Ik Ik/G

Liquid assets 0.06 0.87 0.89 0.77 0.05 0.06
CDs 0.01 0.98 0.78 0.76 0.01 0.01
Mutual funds 0.07 0.98 0.95 0.94 0.07 0.08
Stocks 0.07 0.98 0.95 0.93 0.07 0.08
Bonds 0.02 1.00 0.97 0.97 0.02 0.02
Savings bonds 0.00 0.98 0.67 0.66 0.00 0.00
Other managed assets 0.04 0.99 0.92 0.91 0.03 0.04
Cash value life insurance 0.01 0.96 0.79 0.76 0.01 0.01
Other financial assets 0.01 0.99 0.82 0.81 0.01 0.01
Retirement accounts 0.19 0.87 0.90 0.78 0.15 017
Houses 0.32 0.68 0.83 0.56 0.18 0.21
Vehicles 0.04 0.54 0.57 0.31 0.01 0.01
Other residential RE 0.08 0.96 0.87 0.83 0.07 0.08
Nonresidential RE 0.04 1.00 0.89 0.89 0.03 0.04
Business 0.21 0.99 0.96 0.95 0.20 0.23
Other nonfinancial assets 0.01 0.99 0.85 0.84 0.01 0.01
Mortgages + HELOCs -013 -0.77 -043 033 -0.04 -0.05
Residential debt -0.02 -098 -067 0.65 -0.01 -0.01
Other lines of credit 0.00 -1.00 -0.68 0.68 0.00 0.00
Credit cards 0.00 -087 -0.02 0.02 0.00 0.00
Installment loans -0.02 -0.80 027 -0.22 0.00 0.01
Other debt 000 -099 -0.41 0.41 0.00 0.00
Total 1.0 0.85 1.0 0.85 0.85 1.0

Notes: Ry is the correlation between each wealth component and wealth, G is the Gini of each wealth
component, and Sk is each wealth component share of wealth. /« is the share contribution to the overall
Gini of the wealth component and is derived as /x = Rk x Gk x Sk and satisfies G = 3, « / «. We also report
a concentration measure Cx = Gk x Ry We use the following abbreviations: CDs for certificates of deposit,
RE for real estate, and HELOCs for home equity lines of credit.

correlation R,. This finding seems challenging from an economic theory point of view because
households that are wealthy are also the households that hold the most debt. During the hous-
ing boom of the 2000s, perhaps the households that increased their debt the most were the
wealthiest households rather than the poorest households. For some supporting evidence, see
the work of Kuhn, Schularick, and Steins (2015), who provide a detailed analysis of the debt
dynamics of U.S. households during the postwar period.

Business wealth and home equity are wealth categories that provide highly idiosyncratic
returns. Owner-occupied houses may provide a financial return, but more often than not, they
provide nonpecuniary returns. Given that these two assets are the most important components
of wealth, the low value of the correlation between capital income and wealth in Table 19
(0.32) is likely to be due not to poor measurement of capital income but to the nature of the
major components of wealth.

Life-Cycle Wealth Decomposition

Some of the inequality arising from houses and retirement accounts may be simply due to
life-cycle motives. Table 50 decomposes wealth inequality by major wealth component for the
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subsets of the population with a household head younger than 35 years and between 55 and
64 years of age. The young have a much higher Gini, which is mostly accounted for by houses
(even when counting them net of mortgages) and business wealth. We also added installment
loans to the decomposition because they are an important component to use in explaining
inequality among young households. Among the young, two-thirds of installment loans are
student loans, which account for a substantial fraction of wealth (negative 24 percent) and
contribute positively to wealth inequality, 8 percent. This is in contrast to the average house-
hold, in which installment loans have a negligible effect of less than 1 percent. Installment
loans, unlike other debt classes, contribute positively to the wealth Gini because wealth-poor
households hold large amounts of installment loans. For older households, the most important
items are retirement accounts and business wealth.

Table 50
Life-cycle variation in wealth inequality decomposition

<35 55-64
Share Contrib. Share Contrib.
Sk share Iy / G Sk share Iy / G
Houses 0.79 0.43 0.28 0.18
Mortgages and HELOCs -0.54 -0.23 -0.10 —-0.03
Retirement accounts 0.15 0.10 0.21 0.19
Business wealth 0.27 0.26 0.20 0.23
Installment loans -0.24 0.08 -0.01 0.00
G 10145 ....................... el

Evolution of the Contributors to Wealth Inequality

Table 51 reports the relative contribution of the different asset classes to wealth inequal-
ity over time (/, / G). The total contribution of financial assets such as CDs, mutual funds,
bonds, and stocks has remained roughly constant. Within financial assets, the composi-
tion has changed: in 1989 bonds and CDs accounted for 7 percent of wealth inequality and
mutual funds accounted for 2 percent; in 2013 mutual funds accounted for almost 8 percent
of inequality, and bonds and CDs accounted for 2.5 percent. At the end of the 1990s, after
the stock market boom, stocks had gained in importance, accounting for 12.5 percent of
the Gini in 1998. In 2013, stocks returned to a contribution of 8 percent, highly comparable
to the level of 6 percent in 1989. A second large change occurred for retirement accounts
(which went from 7 to 17 percent) and nonresidential real estate (which went from 10 to 3
percent).?® The effect of mortgages has remained almost unchanged at about 5 percent. The
contribution of houses, although showing no trend, has been volatile (from 25 percent to 21
to 25 and back to 21 percent).

In summary, wealth inequality is not driven by some households holding the vast majority
of some assets such as stocks but rather by the bulk of assets. As a consequence, it is houses,
businesses, and retirement accounts that shape wealth inequality.
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Table 51
Shares of the contribution to wealth inequality /,/G over time

1989 1992 1995 1998 2001 2004 2007 2010 2013

Liquid assets 0.06 0.06 0.06 0.05 0.05 0.05 0.04 0.06 0.06
CDs 0.03 0.03 0.02 0.02 0.01 0.01 0.01 0.02 0.01
Mutual funds 0.02 0.03 0.06 0.06 0.06 0.07 0.07 0.08 0.07
Stocks 0.06 0.07 0.08 0.12 0.12 0.08 0.08 0.07 0.08
Bonds 0.04 0.04 0.03 0.02 0.03 0.03 0.02 0.02 0.02
Other managed assets 0.03 0.02 0.03 0.05 0.06 0.04 0.03 0.03 0.04
Cash value life insurance 0.02 0.02 0.02 0.03 0.02 0.01 0.01 0.01 0.01
Other financial assets 0.02 0.02 0.01 0.01 0.01 0.01 0.01 0.01 0.01
Retirement accounts 0.07 0.09 0.11 0.12 0.13 0.13 0.13 0.16 017
Houses 0.25 0.26 0.22 0.21 0.21 0.26 0.25 0.22 0.21
Vehicles 0.02 0.02 0.02 0.02 0.02 0.02 0.02 0.01 0.01
Other residential RE 0.06 0.07 0.06 0.06 0.05 0.08 0.09 0.08 0.08
Nonresidential RE 0.10 0.10 0.07 0.06 0.06 0.06 0.05 0.05 0.04
Business 0.25 0.25 0.25 0.24 0.22 0.22 0.26 0.24 0.23
Other nonfinancial assets 0.02 0.01 0.02 0.01 0.01 0.01 0.01 0.01 0.01
Mortgages + HELOCs -0.04 -006 -005 -0.05 -005 -006 -0.06 -005 -0.05
Residential debt -0.01 -002 -001 -0.01 -001 -002 -0.02 -0.02 -0.01

Income Inequality

If we apply the same techniques to the decomposition of the income Gini, what we obtain

is reported in Table 52. More than 60 percent is due to labor income, and business income
accounts for another 19 percent. Capital income accounts for 13 percent, yet it is the most
unequally distributed income source with a Gini index of 1.02. Transfers and other income
account for over 15 percent as a share of income but account for only 3.5 percent of income
inequality. The reason is that transfers and other income have a small correlation with total in-
come (0.23 and 0.47). Although labor income has the smallest Gini coefficient within income
classes, its value is still larger than that of total income. The diversification of income sources
leads to a reduction in income inequality rather than to an increase in inequality.

Table 53 decomposes the contributions to the income Gini for households with a head young-
er than 35 years and between 55 and 64 years of age. For the young, most of the Gini arises from
labor income. For the older group, labor income is still the main contributor (56 percent), but
there are sizable contributions from business income (20 percent) and capital income (18 percent
of income). Transfers and other income have a modest contribution to the Gini.

Table 54 reports the relative contribution of the different income sources to income inequality
over time (/,/ G). No trends are noted, just some volatility in the contribution of capital income.

Conclusions

We have documented properties of interest to macroeconomists of the earnings, income, and
wealth distributions in the United States in 2013 and their evolution over the past quarter
century. We have used high-quality microdata from the Survey of Consumer Finances, which,
as we have shown, are broadly consistent with data from the national income and product
accounts when aggregated to the level of the macroeconomy. We hope that the tables we have
constructed, as well as their organization, prove useful.

The main property that we have uncovered is that “the poor” is a somewhat elusive term,
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Table 52
Sources of income inequality, 2013

Contrib.  Contrib.
Asset class Share  Coeff. Corr. Conc. level share
Sk Gk Rk Ck Ik I/ G

Labor 0.62 0.65 0.88 0.57 036 062
Capital 0.08 1.02 0.90 0.92 0.07 013
Business 0.13 1.00 0.83 0.83 0.1 0.19
Transfer 0.14 0.76 0.23 017 0.02  0.04
Other 0.02 0.99 0.47 0.46 0.01 0.02
Total 1.00 1.00 0.58 1.00 0.58 1.00

Notes: Ry is the Gini correlation between the income source and total income, G
is the relative Gini of each income source, Sk is the income source’s share of total
income, /«is the share in percentage points of inequality accounted for by the
income source and is derived as /x = Rk x Gk x Sk, where G is the Gini coefficient
of total income that can be computed as G = R« x Gk x Sk The concentration
measure Ck = Gk x Rx.

Table 53
Life-cycle variation in income inequality decomposition

<35 55-64

Share Contrib. Share Contrib.
Sy share /,/G S,  share I,/G

Labor 0.86 0.90 0.59 0.56
Capital 0.01 0.03 0.12 0.18
Business 0.06 0.09 0.15 0.20
Transfer 0.04 -0.02 0.12 0.03
Other 0.04 0.00 0.02 0.0

0.45 0.61
Table 54

Relative contribution to income inequality /, /G over time

1989 1992 1995 1998 2001 2004 2007 2010 2013

Labor 0.63 0.58 0.69 0.65 0.65 0.69 0.62 0.69 0.62
Capital 0.18 0.09 0.12 0.13 0.16 0.1 0.16 0.09 0.13
Business 0.18 0.21 0.18 0.21 0.17 017 0.20 0.19 0.19
Transfer -0.00 -0.00 0.00 0.00 -0.00 0.02 0.02 0.02 0.04
Other 0.03 0.12 0.01 0.01 0.01 0.00 0.00 0.01 0.02

because being poor in earnings, income, or wealth does not mean the same thing. However,
“the rich” is a much more uniform group, because those with a high value in one of the vari-
ables tend to have high values in the other ones as well. We have also documented a substan-
tial increase in wealth inequality, a modest increase in earnings inequality, and only a weak
increase in income inequality. When we look at the correlation between wealth and income,
we find that it is weak—not only because most wealth is business wealth and home equity
but also because returns are heterogeneous. In this way, this finding scrutinizes the direct link
from wealth inequality to income inequality.

Business wealth and business income are the main drivers of wealth and income in-
equality. These sources account for about 20 percent of wealth and income inequality.
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Therefore, when accounting for wealth inequality, business wealth is more important than
financial assets (including stocks and bonds); for income inequality, business income is
more important than capital income. Even for the richest households, capital income ac-
counts for less than one-third of income.

Households with postgraduate education experienced the strongest increase in labor income
over the past 25 years. These households are also the ones that reduced their working time the
least amount during this period. Assortative mating between postgraduates further exacerbates
earnings and income inequality at the household level.

The financial crisis disproportionally hit households in the lower part of the earnings,
income, and wealth distribution. The public safety net gained in relevance during the crisis:
today, transfer income constitutes the largest share of income compared with the shares over
the past 25 years.

Appendix A: Definitions

Variable Definitions

The SCF is a household survey. Here, we provide the household definition from the SCF and
the definitions for earnings, income, and wealth as used in our article.

Earnings. We define labor earnings as wages and salaries of all kinds, plus a fraction of
business income. Business income includes income from professional practices, businesses,
and farm sources. The value for the fraction of business and farm income that we impute to
labor earnings is the sample-wide ratio of unambiguous labor income (wages plus salaries) to
the sum of unambiguous labor income and unambiguous capital income. This ratio is 0.886
for the 2013 SCF sample (it was 0.934 for the 2010 SCF sample and 0.863 for the 2007 SCF
sample).

Households. Households are the primary economic units of the SCF. A primary economic
unit is a person or a couple who live together and all the other people who live in the same
household who are financially dependent on them. For example, underage children and, in
some circumstances, older relatives are considered dependents. A financially independent per-
son who lives in the same dwelling, such as a roommate or a brother-in-law, is not considered
to be a member of the same economic unit. We also follow the SCF convention to determine
who is the head of the household. The SCF considers the male of a couple to be the head of
the household in every case. In single households, the financially independent person of either
sex is considered to be the head of the household.

Income. Income consists of all kinds of revenue before taxes. Hence, our definition of
income includes both government and private transfers. Specifically, the sources of income
that we consider are the following: wages and salaries; both positive and negative income
from professional practices, businesses, and farm sources; interest income, dividends, gains or
losses from the sale of stocks, bonds, and real estate; rent, trust income, and royalties from any
other investments or business; unemployment and worker compensation; child support and
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alimony; Aid to Dependent Children, Aid to Families with Dependent Children, food stamps,
and other forms of welfare and assistance; income from Social Security and other pensions,
annuities, compensation for disabilities, and retirement programs; income from all other sources
including settlements, prizes, scholarships and grants, inheritances, gifts, and so on. In other
words, the notion of income that we use attempts to include all before-tax income received dur-
ing the year. It approximately corresponds to the payments to the factors of production owned by
the household plus transfers. However, it does not include the income imputed from the services
of some assets such as owner-occupied housing (see Slesnick 1992, 1993 for details).

Wealth. Wealth is the net worth of households. Our definition includes the value of
financial and real assets of all kinds net of various kinds of debts. Specifically, the assets that
we consider are the following: residences and other real estate; farms and all other businesses;
checking accounts, certificates of deposit, and other banking accounts; IRA/Keogh accounts,
money market accounts, mutual funds, bonds and stocks, cash and call money at the stock
brokerage, and all annuities, trusts, and managed investment accounts; vehicles; the cash
value of term life insurance policies and other policies; money owed to friends, relatives, busi-
nesses, and others; pension plans accumulated in accounts; and other assets. The debts that we
consider are housing debts, such as mortgages, home equity, and HELOC:s; other residential
property debts, such as those derived from land contracts and vacation residences; credit card
debts; installment loans; loans taken against pensions; loans taken against life insurance; mar-
gin loans and other miscellaneous debts.?’

Technical Definitions

Histogram. A histogram is a graphic with tabular frequencies, shown as adjacent rectan-
gles, erected over discrete intervals (bins), with an area equal to the frequency of the observa-
tions in the interval.

Kernel density estimator. The kernel density estimator of a data set {x,. }7:1 is given by
5i(x) =530 K(52)
The parameter A is the bandwidth of the kernel and controls how closely the fitted curve

conforms to the true data. Higher values of A result in smoother kernels, and lower values of
A result in estimates that are closer to the data.

Quantile. Quantiles are values that separate fractions of the population; that is, the quan-
tile 20 is the value that makes 20 percent of the sample have less and 80 percent have more.
The 0 and 100 quantiles are the minimum and maximum values, respectively.

Skewness. Skewness is a measure of the asymmetry of a distribution. Its value can be
positive or negative, the latter indicating that the tail on the left side is longer than the right
side and that the bulk of the values (including the median) lie to the right of the mean.
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Appendix B: Additional Results

In the main part of the text, we discuss how households in the age, education, employment
status, and marital status partitions fare over time. In the first section of Appendix B, we pro-
vide the detailed tables that underlie our discussion on long-run trends in the main part of the
text. The second section provides the results that underlie the effects of the Great Recession.
Additional results, including results for all years of the age, education, employment status, and
marital status partitions, are provided at Moritz Kuhn, “U.S. Earnings, Income, and Wealth
Distribution,” https://sites.google.com/site/kuhnecon/home/us-inequality.

Detailed Results on Long-Run Trends: Changes between 1989 and 2013

This section provides detailed results on the long-run trends in the age (Table B1), education
(Table B2), employment status (Table B3), and marital status partitions (Table B4).
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Table B1
Age partition
Averages Income sources (%) Gini indexes Coeff. of var.
Age F yb we L4 Ke B 79 on F yoooowe Fa yb we ‘H(%)‘ ‘Sizej
1989
<25 269 333 478 | 781 7.5 3.3 4.4 6.7 50 45 96 93  1.06 10.97 75 | 274

86+ 160 990 4932 | 126 208 171 366 39| o4 B4 77183414525 | 202 | 171
Total 6570 764 3423 | 654 119 110 93 24 | 61 55 79 | 447 461 551 | 100 | 273
2001
<25 343 366 571 |93 33 16 16 11| 44 44 100 | 86 102 967 | 71| 234

66+ 201 609 7575 | 201 215 150 417 1.7 89 58 75 | 970 486 489 | 201 | 1.69

Toal 725 925 522 | 685 109 114 81 11 | 62 57 81 | 288 363 525 | 100 | 257
2013

<25 224 263 267 | 84.0 04 15 4.3 9.9 52 41 131 | 1.06 86 13.15 6.2 | 240

Total 639 864 5282 | 625 80 13.0 143 2.3 67 .58 85 | 369 419 681 100 | 2.58

Notes: @Eamings; Dincome; ¢wealth; dlabor; € capital; fbusiness; 9transfers; Nother; | percentage number of households per group; j average number of persons
per primary economic unit..
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Table B2
Education partition
Averages Income sources (%) Gini indexes Coeff. of var.

Education E y wo| L8 k¢ BYz9 oh | E2 ybope | g2 yboye ‘/—/(%)‘ SizeJ
1989

Dropouts 215 354 1504 | 56.1 8.6 54 285 15 72 48 76 |1.81  1.27 10.88 | 243 | 2.73

High school 443 556 2035 | 75.7 6.4 47 " 2.2 .55 45 75 1131 120 359 | 321 2.7

Some college 60.8 76.0 337 | 729 9.0 8.4 7.7 2.0 .54 48 78 |1.61 1.92 444 1156 | 2.71

College 88.6 1228 5416 | 615 180 126 45 34 |51 55 78 [1.97 339 518 | 194 | 278

Postgraduate 127.7 166.0 966.8 | 58.3 129 221 48 1.9 .55 51 71 16.31 596 318 85 | 2.76

Total 57 764 3423 | 654 119 " 9.3 2.4 .61 .55 79 |447 461 551 100 | 2.73
2001

Dropouts 225 334 1384 |61.6 2.0 6.8 28.1 15 71 49 79 (198 143 576 | 16.0 | 249

High school 48.4 589 238.0 | 75.6 4.0 76 119 1.0 .55 44 74 1.7 155 411 | 317 | 261

Some college 60.0 732 3689 | 75.0 6.5 8.1 8.9 1.6 .53 46 J7 [286 287 511|183 | 249

College 1014 1245 8150 | 720 103 109 5.4 14 .54 .52 78 | 269 284 449 | 233|259

Postgraduate 1776 244.71566.6 | 575 206 174 3.9 0.5 .60 .62 73 | 221 328 347 | 106 | 2.64

Total 725 925 522 | 685 109 114 8.1 11 .62 .57 .81 1288 3.63 525 | 100 | 2.57
2013

Dropouts 185 29.8 107.7 | 58.0 15 46 337 2.3 .68 40 .80 [1.89 128 11.75 | 11.0 | 2.81

High school 36.4 505 199.7 | 65.3 2.5 77 227 1.8 .60 43 79 | 167 1.83 6.69 | 313 | 257

Some college 440 609 3181 |62.8 33 106 189 4.3 .61 49 86 [ 211 221 6.86 | 189 | 248

College 88.1 1148 7149 | 63.8 99 145 9.4 2.3 .60 .55 82 [ 305 426 623 | 263 | 253

Postgraduate 152.0 205116476 | 59.4 121 165 10.2 1.7 .63 .58 77 333 335 416 | 125 | 2.63

Total 639 864 5282 | 625 80 130 143 23 |67 58 85 |3.69 419 6.81 | 100 | 2.58

Notes: @ Eamings; Dincome; ¢ wealth; dlabor; € capital; fbusiness; dtransfers; Nother;

per primary economic unit.

Table B3

Employment status partition

ipercentage number of households per group; javerage number of persons

Averages Income sources (%) Gini indexes Coeff. of var.
Occupation FBoyb e | @ ke gt 28 oh g yb pc| g yb e ‘H(%)i ‘Sizel‘
1989
Workers 701 782 2071 |871 47 31 28 24 |42 42 73| 11 176 478 | 57 | 3.01
Self-employed 1188 169.81201.2 427 217 323 27 6 |66 69 .77 |6.18 581 4.04 | 111 | 293
Retired 116 519 4349 [153 28 84 432 51 |88 53 .69 [372 241 269 | 174 | 184
Nonworkers 125 264 1029 |427 9 54 375 54 |8 56 85 | 34 224 484|145 | 254
Disabled nonworkers 9.9 246  90.8 |39.1 8 11 562 27 |8 49 81 | 247 111 266 | 55 | 236
Total 57 764 3423 |654 119 11 93 24 |61 55 .79 | 447 461 551 | 100 | 273
2001
Occupation E y wo| 14 ke Bt z0 oh |E@yDope | @ yb e \H%) | Size)
Workers 81.1 931 2992 [844 92 31 25 8 |46 49 76 | 1.82 313 4.28 | 60.9 | 2.79
Self-employed 153.8 189.21639.6 |51.7 99 343 35 6 |65 64 761|293 34 374|117 | 28
Retired 15 561 7219 184 237 96 452 3 |92 57 774|939 381 438 | 18 [1.73
Nonworkers 255 382 1932 |604 76 74 207 39 |81 63 .89 |506 436 6.14 | 95 | 2.41
Disabled nonworkers 17.5  29.9 103.8 |56.3 28 27 37.2 1 9 61 891|523 319 539 | 43| 22
Total 725 925 522 |685 109 114 81 14 |62 57 81| 288 363 525 | 100 | 257
2013
Workers 783 871 3145 869 31 33 51 16 |51 49 82 | 252 27 53569 |282
Self-employed 1461 2084 2121 [317 176 433 62 11 |71 7 81383 436 461 | 97 |279
Retired 133 586 6134 [178 143 55 586 37 |92 54 76| 623 492 475|208 | 1.84
Nonworkers 196 355 1317 |515 23 41 316 105 |78 51 95| 21 14 58| 126 | 251
Disabled nonworkers 9.3 26.5 104.2 |33.3 7 22 581 57 |8 44 96| 26 11 83| 56| 21
Total 639 864 5282 |625 8 13 143 23 |67 58 85|369 419 681 | 100 | 258

Notes: @ Earnings; Pincome; Cwealth; dlabor; € capital; fbusiness; dtransfers; Nother; ipercentage number of households per group; ] average number of persons

per primary economic unit.
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Table B4
Marital status partition
Averages Income sources (%) Gini indexes Coeff. of var.
Marital Status E Yy W [ CR: L o L - L I = R O ‘ H%)' | Size)
1989
Married 76.8 979 4722|696 114 105 77 7 | 53 49 75 1423 422 507| 582 339
Single 295 464 1614|529 132 125 139 74 | 69 .58 82 1294 515 434| 418 1.81
Single w/dependents 31.8 434 12711599 42 157 111 9.1 64 54 85 1296 297 474] 176 | 292
Male 49 588 2559|689 77 169 54 1 58 b5 86 [1.64 184 4.08| 41| 262
Female 264 386 872|557 26 151 137 129 | 65 .53 .82 13,67 349 415| 134 | 3.02
Single w/o 279 486 186.3 | 485 19 105 158 63 | .72 .6 8 1292 604 41| 243 1
Single males w/o 421 656 2153 | 53.7 23 124 9 19| 67 64 85 |281 686 508 95
Single females w/o 187 376 1675 | 425 144 84 234 112 | 73 54 75 217 279 256| 147 1
Retired widows (females) 31 289 2315 9 269 117 581 23 | 96 46 .64 |853 152 164| 37 1
Total 57 76.4 3423|654 119 11 93 24 61 55 79 | 447 461 551 100 | 273
2001
Married 99 1218 709|705 94 125 6.8 8 | 57 .53 78 1261 315 472| 60.3 | 3.11
Single 321 48 237.7 | 60.7 166 7.3 132 22 | .61 54 82 231 498 563| 39.7 | 1.73
Single w/dependents 321 397 1513|749 47 7 89 45| 52 46 .84 |206 211 567| 159 |2.83
Male 453 555 2824|704 74 131 79 13 | 56 53 .83 |281 294 565 3.7 |249
Female 282 349 1118|771 34 41 93 6| 49 42 84| 98 91 384| 122|294
Single w/o 321 535 2954|536 225 74 154 1 66 .57 8 246 562 534| 238 1
Single males w/o 445 757 3583|525 295 73 103 4 | 61 .61 83 1236 6.05 565 99
Single females w/o 233 377 2503 | 553 124 76 227 19| 69 49 78| 22 184 461| 139 1
Retired widows (females) 1.8 231 2422 4 235 44 659 22 | 95 43 67 473 131 225| 38 1
Total 725 925 522|685 109 114 81 11 62 57 81 1288 363 525| 100 | 257
2013
Married 909 1191 7519 | 643 88 135 116 1.8 6 54 82 316 378 58| 57.2 |319
Single 279 428 2298 | 555 52 111 243 39 7 51 87 |474 414 943| 428 |1.76
Single w/dependents 268 386 1315|586 39 122 198 55 | 64 48 92 (271 263 7.08| 175 |2.86
Male 37 477 205 | 53.1 34 277 128 341 71 59 91 |333 308 72| 46 258
Female 231 353 1055 | 612 42 48 232 6.6 6 43 92 |1.79 224 599 129 | 296
Single w/o 28.8 457 297.8 | 538 59 104 269 3 |.73 52 .84 |561 469 91| 253 1
Single males 39.5 56 371.2 58 6.8 142 192 18 | .72 57 .89 |6.15 576 10.86| 10.6
Single females w/o 21 382 2448 | 493 5 64 351 42 | 73 46 .78 |2.12 159 3.84| 147 1
Retired widows (females) 12 268 2655 | 15 741 32 864 1.8 [1.01 38 .66 |194 164 211 3.8 1
Total 639 86.4 528.2 | 62.5 8 13 143 23 | 67 58 .85 (369 419 6.81| 100 |2.58

Notes: @Earnings; Pincome; Cwealth; dlabor; € capital; fbusiness; 9transfers; Nother; | percentage number of households per group; javerage number of persons
per primary economic unit.
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Detailed Results on the Effects ofthe Great Recession: Changes between
2007 and 2013

This section provides detailed results on the effects of the Great Recession on the age
(Table BS), education (Table B6), employment status (Table B7), and marital status parti-
tions (Table BS).

Table B5
Age partition
Averages Income sources (%) Gini indexes Coeff. of var.
Age E v w |18 ke Bz oh g oyp ope| oy oye ‘/—/(%)i [sizel
2007
—25 291 316 50 1889 5 36 34 36 44 39 112 84 75 1213 | 6.7 | 246
26-30 587 613 1362 |91.8 9 45 14 1.4 42 39 88 82 78 538 | 7.7 | 28
31-35 75 795 1762 |85.9 1.1 9.7 2 1.2 45 43 78 | 167 17 393 | 89 | 331
36-40 84.3 93 3154 |82 45 98 2 15 47 46 76 | 25 391 526 | 94 |343
41-45 871 999 4525 |733 64 16.1 2.9 1.3 53 53 79 | 224 311 6.69 | 105 | 3.11
46-50 101.8 11441 671 |77.4 56 137 21 1.2 53 54 77 | 248 355 493 | 112 | 289
51-55 111.8 1346 8985 |69.2 10.8 16 29 1 61 61 79 | 29 35 457 |103 | 252
56-60 106.2 133.7 10438 |661 107 155 6.9 8 63 6 76 | 321 384 454 | 82 | 215
61-65 756 1193 11728 |476 155 183 174 1.3 75 64 79 | 6.08 6.36 461 7.5 | 203
66+ 213 725 9084 |157 258 159 419 7 91 64 78 |1196 568 592 |19.6 | 1.66
Total 717 939 6252 |643 102 139 103 1.2 64 57 82 | 36 432 601 | 100 | 2.56
2010
—25 245 285 247 |825 3 37 b9 77 49 41 119 93 78  7.01 6.2 | 2.32
26-30 492 527 518 |888 5 48 47 12 42 37 91 .82 73 1411 75 | 2.62
31-35 705 742 1224 |88.8 7 66 3 1 48 45 96 15 149 664 9 | 328
36-40 74 808 1847 |844 19 77 36 24 51 48 85 | 221 218 754 | 89 | 348
41-45 885 961 3293 |797 26 132 26 19 53 52 84 | 263 373 542 | 99 | 326
46-50 991 1066 6266 |756 17 186 32 9 57 56 84 | 273 296 64 | 103 | 3.03
51-55 987 115 6499 |739 62 127 52 2 6 57 79 | 323 327 43 | 107 | 257
56-60 931 1114 9239 |654 54 195 84 14 66 6 82| 292 294 489 | 92 | 229
61-65 781 107510358 |60.3 73 132 186 6 72 6 78 | 397 504 49 | 75| 208
66+ 217 636 8033 |221 112 128 5238 1 9 54 77| 71 334 566 | 209 | 1.78
Total 66.6 84 530 |672 48 13 135 15 65 55 85| 326 345 6.35 | 100 | 2.59
2013

25 224 263 267 84 4 15 43 99 52 41 131 | 1.06 86 1315 | 6.2 | 24
26-30 45 49 67.3 |87.8 4 46 441 3.1 44 39 1.03 89 82 6.21 74 | 272
31-35 66.3 713 1325 |86.8 2 69 26 17 45 42 88 | 11 113 48 | 88 | 3.23
36-40 86.4 957 289.1 81 29 105 29 27 56 53 86 | 297 354 102 | 84 | 3.59
41-45 1002 1091 4323 |733 25 208 22 11 57 56 87 | 269 2.88 5.21 9.1 | 3.31
46-50 857 999 4741 |748 66 124 441 2.1 54 53 831189 238 68 | 951|299
51-55 97.2 1126 6655 74 51 139 55 16 63 6 83 | 431 426 81 |10.1 | 2.63
56-60 84 108 7446 |642 93 154 9 22 63 6 8| 35 487 462 | 98 | 222
61-65 655 108 8921 |475 157 149 186 33 71 61 82 | 414 539 509 | 88 | 21
66+ 23 728 8313 |211 164 118 486 22 91 61 79 | 769 469 557 22 | 177
Total 639 864 5282 |625 8 13 143 23 67 58 85 | 369 419 6.81 | 100 | 2.58

Notes. @ Earnings; Pincome; Cwealth; dlabor; € capital; fbusiness; dtransfers; Nother; ipercentage number of households per group; Javerage number of persons
per primary economic unit.
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Table B6
Education partition

Averages Income sources (%) Gini indexes Coeff. of var.
Education E y w 4 ke Bt z9 oh | Fa o ybowe | g2 ybope ‘ H)! | Sizel
2007
Dropouts 23.1 351 1604 | 57.1 30 98 279 21 .66 .45 78 |1.86 1.47 4.31| 135|269
High school 439 57.0 2827 | 66.1 43 127 154 15 | 59 45 74 |384 389 511| 329 | 26
Some college 573 761 4122 | 649 98 119 115 19 | 56 5 81| 53 585 7.08| 184 | 245
College 1003 1242 9125 (698 97 127 69 09 | 55 52 78| 23 318 50| 239 | 258
Postgraduate 173.0 2353 1910.8 | 58.0 16.5 18 68 07 | 62 6 75 |275 335 397| 113|245
Total 717 939 62562 | 643 102 139 103 1.2 64 57 82 | 36 432 6.01| 100 | 2.56
2010
Dropouts 247 362 1185|623 19 64 280 14 | 72 47 83 |575 409 653| 120|278
High school 381 517 2318 | 649 17 94 224 15| 58 42 79 [1.98 168 6.84| 322 | 2.56
Some college 497 627 2916 | 689 25 112 154 21 55 45 84 | 221 223 6.48| 186 | 2.59
College 86.0 1035 6907 | 722 42 117 103 16 | 58 50 .80 |2.33 253 499| 258 | 2.51
Postgraduate 1738 2145 1816.7 | 635 90 187 75 12 | 62 57 .76 |286 322 412| 115|264
Total 66.6 840 5300 |672 48 130 135 15 65 55 85 |3.26 345 6.35| 100 | 2.59
2013
Dropouts 185 298 1077 58 15 46 337 23 | 68 .40 .80 [1.89 1.28 11.75 11 ] 281
High school 36.4 505 199.7 | 653 25 77 227 18 | 60 .43 .79 [1.67 183 6.69| 313|257
Some college 440 609 3181|628 33 106 189 43 | 61 49 86 |211 221 6.86| 189 | 2.48
College 88.1 1148 7149 | 638 99 145 94 23 | 60 55 .82 [3.05 426 6.23| 263|253
Postgraduate 152.0 205.1 16476 | 59.4 121 165 102 1.7 | 63 B8 .77 [3.33 335 4.16| 125|263
Total 639 864 5282|625 80 13 143 23 67 58 85 |3.69 419 6.81| 100 | 2.58

Notes: aEarnings; bincome; cwealth; dlabor; €capital; fbusiness; 9transfers; hother; | percentage number of households per group; javerage number of persons
per primary economic unit.

Table B7
Employment status partition

Averages Income sources (%) Gini indexes Coeff. of var.
Occupation E y w 4 ke gtz oh | p2 b oo | g2 vb e ‘ H)! | Sizel
2007
Workers 839 935 3% 869 53 33 35 1.1 A7 48 78 | 255 344 541 599 | 2.82
Self-employed 1529 209.7 2196.1 | 341 168 449 34 7 | 67 67 .78 |362 413 415| 105 | 2.84
Retired 18.1 657 763.8 | 194 229 93 471 13 | 95 61 74 1895 505 455|187 | 1.7
Nonworkers 18.5 33 1469 51 42 6 334 55| .79 B3 .86 419 293 7.02| 109 | 2.36
Disabled nonworkers 98 266 1116|329 27 45 553 46 85 47 81 1236 1.02 212 55228
Total 717 939 6252 | 643 102 139 103 1.2 64 57 82 | 3.6 432 6.01| 100 | 2.56
2010
Workers 829 907 3184 | 88.1 29 35 45 9 | .51 49 84| 24 29 573| 569 | 2.85
Self-employed 1281 157.2 1841.8 | 38.1 75 465 63 16 | 69 66 .81 |345 382 443| 114|274
Retired 117 532 6391 | 166 106 58 645 25 91 A7 73 1463 196 445| 189 | 1.77
Nonworkers 20.4 34 142.6 56 2 41 321 58 | 75 48 89 |275 179 482| 128 | 25
Disabled nonworkers 102 269 959 | 363 9 27 568 44 85 42 84 | 2.34 95 254| 56 218
Total 66.6 84 530 | 672 438 13 135 156 65 55 85 |3.26 345 6.35| 100 | 2.59
2013
Workers 783 871 3145 |89 31 33 51 16 | 51 49 82252 27 53|569 |282
Self-employed 1461 208.4 2121 | 31.7 176 433 6.2 11 7 7 .81 383 436 4.61 9.7 1279
Retired 13.3 58.6 6134 | 178 143 55 586 37 92 54 76 | 623 492 475|208 |1.84
Nonworkers 196 355 1317 |515 23 41 316 105 78 .51 95 212 142 576 12.6 | 2.51
Disabled nonworkers 9.3 26.5 104.2 | 33.3 7 22 581 57 87 44 96 | 257 1.05 829| 56 | 21
Total 639 86.4 5282 | 62.5 8 13 143 23 67 58 85 | 369 419 6.81| 100 |2.58

Notes: aEarnings; Dincome; cwealth; dlabor; €capital; fbusiness; 9transfers; Nother; | percentage number of households per group; javerage number of persons
per primary economic unit.
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Table B8
Marital status partition
Averages Income sources (%) Gini indexes Coeff. of var.
Marital status E VY w 4 oke gtz oh | p@ yb e | 2 v e | H) ‘ SizeJ
2007
Married 99.5 126.8 854.3 | 655 109 15 79 7 | B8 55 81312 389 55| 588 |3.15
Single 319 467 2978|598 78 97 198 29 | 65 5 8| 46 461 538| 412 |1.72
Single w/dependents 339 444 1926 67 27 108 146 49 | 58 47 83|24 273 738 17 | 275
Male 435 543 2404 | 70.2 24 116 134 2.5 .6 5 81338 372 864 43 |248
Female 30.6 41 1763 | 655 28 105 162 6 | 56 44 841|127 184 6.32| 127 |2.84
Single w/o 305 484 3718 | 553 111 9 231 1.5 7 52 78 | 586 542 4.61| 242 1
Single males w/o 442 632 4355|609 145 106 13 1.1 65 54 81 |616 638 539| 97 1
Single females w/o 214 385 329.2 | 491 73 73 343 2| .73 4175|273 2 335| 145 1
Retired widows (females) 14 275 3937 | 12 131 47 784 27 (1.03 41 67 1914 171 263| 45 1
Total 717 939 6252 | 643 102 139 103 12 | 64 57 82| 36 432 6.01| 100 | 256
2010
Married 933 1129 7419 | 69.5 5 141 107 .6 6 53 821|265 302 569 581 3.2
Single 29.6 439 236.4 59 4 89 234 47 | 66 47 85 |536 437 623| 419 |1.74
Single w/dependents 29.3 403 152.7 | 651 16 82 183 69 | 59 44 91 678 581 549| 168 |2.85
Male 411 502 197|676 12 153 139 2 | 61 .51 .89 1947 915 7.05| 43 |255
Female 253 369 1374|639 17 48 204 91 | 56 4 92(116 89 385| 125 296
Single w/o 29.7 463 2923 | 554 54 94 263 3.4 7 49 .82 | 418 34 6.06] 251 1
Single males w/o 386 548 3233|613 53 98 204 32 | 68 52 851|466 415 7.56| 111 1
Single females w/o 22.7 396 267.7 49 55 9 329 37 | .M .46 81191 149 352 14 1
Retired widows (females) 1.3 30 360.5 S5 77 41 851 2.6 1 4 69 1205 122 203| 36 1
Total 66.6 84 530|672 438 13 135 15 65 55 85326 345 6.35| 100 |2.59
2013
Married 909 1191 7519 | 643 88 135 116 1.8 6 54 82316 378 58| 57.2 |3.19
Single 279 428 2298 | 555 52 111 243 39 7 .51 87 | 474 414 9.43| 428 |1.76
Single w/dependents 26.8 386 1315|586 39 122 198 55 | 64 48 92 |271 263 7.08| 17.5 |2.86
Male 37 47.7 205 | 531 34 277 128 341 71 59 91333 308 72| 46 258
Female 231 353 1055|612 42 48 232 66 6 43 92 |1.79 224 599| 129 |2.96
Single w/o 28.8 457 297.8 | 538 59 104 269 3 1 .73 52 84561 469 91| 253 1
Single males 395 56 3712 | 58 68 142 192 18 | 72 57 .89 |6.15 576 10.86| 10.6 1
Single females w/o 21 382 2448 | 493 5 64 351 4.2 73 46 78 | 212 159 3.84| 147 1
Retired widows (females) 12 268 26565 | 15 741 32 864 1.8 [1.01 38 .66 |19.4 164 211 3.8 1
Total 63.9 86.4 528.2 | 62.5 8 13 143 23 | 67 58 .85 (369 419 6.81| 100 |2.58

Notes: @Earnings; 2income; Cwealth; dlabor; € capital; fbusiness; 9transfers; hother; | percentage number of households per group; javerage number of persons
per primary economic unit.
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Notes

"We thank Javier Diaz-Giménez and also Santiago Budria, Andy Glover, and Vincenzo Quadrini, past coauthors in a series
of papers that explored inequality, whose input can be felt throughout. We would also like to thank John Sabelhaus and
Kevin Moore for insightful discussions and help with the SCF data. We are very grateful to Brooks Pierce and Kristen
Monaco for sharing their results on employer compensation costs with us. Finally, we want to thank the editor, Kei-Mu Yi,
a referee for comments on this paper, and Joan Gieseke for superb editorial support. The views expressed herein are those
of the authors and not necessarily those of the Federal Reserve Bank of Minneapolis or the Federal Reserve System.

1. Most of the tables in this article, as well as additional tables for other years, can be found at Moritz Kuhn, “U.S.
Earnings, Income, and Wealth Distribution,” https://sites.google.com/site/kuhnecon/home/us-inequality.

2. The main change relative to earlier articles is the sorting of households along the earnings dimension. We explain
this change in detail later.

3. As is well known, much debate has ensued about the extent to which using the CPI does a good job of allowing for
a comparison between dollars of different years. For example, the Boskin Commission (see Jorgenson et al. 1996) states
that using the CPI overstates inflation by about 1.1 percent over approaches to measure inflation using more sophisticated
methods. One such approach would be the chained consumer price index (C-CPI) constructed by the BLS. This index is
only available from 1999 onward, so we still use the CPI-U-RS as the price deflator here. It is also the one most commonly
used.

4. Social Security Administration, Average Wage Index (AWI), http://www.ssa.gov/oact/cola/awidevelop.html;
Internal Revenue Service, Table 1—All Individual Income Tax Returns: Sources of Income and Tax Items, Tax Years
1913-2005, http://www.irs.gov/pub/irs-s0i/05in01an.xls.

5. The exception occurs when the relevant variable can take negative values.
6. See Appendix A for technical definitions of these and all other italicized variables.

7. As discussed in the SCF documentation, the sum of income components and the total reported income need not co-
incide. Starting in 1995, the SCF uses the CAPI (computer-assisted personal interviewing) interview technology. The CAPI
interview program tries to achieve internal consistency between the different survey answers by double-checking answers
if respondents provide inconsistent answers throughout the interview. As a consequence, the sum of income components
and reported total income yield almost identical results from 1995 onward. Before 1995, substantial differences can be
found between the two income measures. For example, in 1992 the sum of income components exceeds total income by
roughly 18.4 percent.

8. We provide further details in Appendix A.

9. The OECD equivalence scales assign a weight of 1 to the household head, 0.7 to each additional adult household
member, and 0.5 to each child.

10. This approach differs from the approach in earlier reports in which households were sorted according to house-
hold identification numbers.

11. This number is based on NIPA data. NIPA reports a share of roughly 80 percent for wages and salaries in total
compensation of employees. Employer cost of employee compensation as reported by the BLS (see, for example, Pierce
2010) includes paid leave, among other things, as an important component. In a household survey, paid leave would not
change annual earnings but only the number of hours worked. In our discussion we therefore abstract from paid leave.

12. Other important components are paid leave and legally required benefits. See also note 11.

13. Financial assets are defined in Figure 7.

14. Both data series are taken from Robert J. Shiller’s “Stock Market Data Used in Irrational Exuberance,”
http://www.econ.yale.edu/~shiller/data/ie_data.xls.

15. Because a large fraction of households have zero earnings, we sorted households with equal earnings
according to income.

16. Only one set of weights is designed for the 2009 data.

17. Note that the bottom three and top three groups overlap with the lowest and highest quintile in each of the matrices.
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18. In the data, the earliest reported transfer is from 1902, and we use historical CPI-U data from “Consumer Price

Index, 1913-,” https://www.minneapolisfed.org/community/teaching-aids/cpi-calculator-information/ consumer-price-
index-and-inflation-rates-1913, to adjust for inflation.

19. We discuss trends of income and wealth concentration in the top of the distribution in the subsection entitled
“Shares of the Rich and the Superrich.”

20. This might as well be a cohort rather than an age effect.

21" Note that singles without children do not necessarily live alone; the category of dependents excludes all persons
that usually do not live in the household or are financially independent. Singles might also have been married or might have
children but are living alone at the time of the interview.

22. We exclude households in which the head reports positive income but no hours worked or positive hours worked
but no labor income.

23. Recall that we are not comparing the same households, because the sortings are specific to each variable.

24. Recently, Saez and Zucman (2014) propose a capitalization method to infer wealth positions from tax returns.
Although they provide a sophisticated approach to transform observed income flows in wealth stocks, in many instances
their method still has to rely on information of the wealth distribution in which they refer to the SCF data.

25. There is some information on wealth based on estate taxation, but it affects only the small group that dies and is
wealthy enough to have to pay taxes.

26. Note that Table 47 underrepresents the education premium of the rich because they are older and young people
are more educated than the old.

27. The absolute value of the Gini is not affected by transforming debt values into negative numbers and can be
interpreted as usual.

28. Nonresidential real estate is a net position in the sense that mortgages have been subtracted. It contains real estate
other than the principal residence of the family, time shares, vacation homes, or business and commercial property.

29. Note that in our definition of wealth, we have not included the present value of pension plans not accumulated in
accounts.
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